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I 
s Europe-or, more precisely, that collection of diverse and sometimes 
fractious countries known as the European Community-moving to a 
more assertive role on the world stage? And is the United States, Eu-
rope's great postwar partner, redefining its own mantle of leadership? Or, to 
combine the two questions, is a fundamental shift underway in how the trans-
Atlantic relationship is managed, a shift that puts new, weighty and challeng-
ing responsibilities onto European shoulders? 
The answer to all these questions is a qualified yes. And, interestingly, the 
shift toward a more assertive European role has been due in large part to the 
increasing interdependence between the United States and the Community. 
No longer can any Western country set its own trade, fiscal or monetary poli-
cies without being affected by what its partners are doing. And as the impor-
tance of European economic policies to the United States has grown, so has 
the obligation of the Europeans to act responsibly: i.e., to do what they be-
lieve is best to promote broad growth and stability in the global economy. 
Not surprisingly, this has led to disputes, some.  of them rather severe, over 
policy choices and long-range goals. They will no doubt continue, these grow-
ing pains, as the Atlantic relationship matures. But the dance continues, and 
the music of interdependence plays on. 
We take a look at some of the key issues facing the Alliance in this issue. In 
particular, Stephen Wrage of Georgetown University examines some of the 
changes going on as Europe tests its defense wings, David Dickson writes 
from Paris on the new move to make Europe autonomous in space by the end 
of the century, and Daniel Kasper, formerly with the Civil Aviation Board, 
looks at how U.S. and European aviation policies will affect each other-and 
the globalization of the world airline industry. All these Notes having  been sold,  this announcement appears as  a mattter of record only. 
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MADRID 
Strikes 
Against ETA 
W
hether or not the back 
of the Spanish Basque 
guerilla organization,  ETA,  has 
been broken, as some officials 
in the Spanish Government are 
suggesting, remains uncertain. 
However,  no  Spaniard  doubts 
that the massive police arrests 
in  southwest  France  in  Sep-
tember  and  October  consti-
tuted one  of  the most severe 
blows ever against the organi-
zation. In addition, the arrests 
implied a qualitative change in 
French  attitudes  toward  ETA 
terrorism,  and  made  it  clear 
that the French Basque coun-
try adjoining the Pyrenees may 
no  longer be considered sanc-
tuary by the guerillas. ETA has 
used the area as a hiding place 
for almost the entire 30 years 
that the organization has been 
in existence.  ·  · 
When  the  French  police 
crackdown started in  the sec-
ond  half  of  September,  two 
leading  Basque  terrorists-
Santiago  Arrospide  Sarasola, 
known  as  "Potros," and  Jose 
Ignacio  Picadea-were  ar-
rested.  On  October  7,  two 
more  suspected  members  of 
the military wing of the Basque 
separatist  movement  were 
captured,  one  responsible  for 
ETA's propaganda and the other 
for  the  organization's  explo-
sives. In the raid, French police 
rounded up 150 Basques in the 
region,  of  whom  50 were ex-
pelled  to  Spain  and  about  a 
dozen  to  Algeria.  The  rest 
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were released. 
After this, the arrests began 
in  Spain.  From  documents 
found  by French police during 
their raids, Spanish police were 
able  to  arrest  about  55  ETA 
suspects and  also  learned the 
names of about 200 Spaniards 
in senior positions who were on 
ETA's hit lists. The discovery of 
the documents  further  led  to 
the  identification  of  three 
Basques who were setting up a 
new  terrorist  cell  in  Madrid. 
Much  of  ETA's  "infrastruc-
ture,"  such  as  flats  used  for 
hiding  and  arms  caches,  was 
also discovered. 
Despite  the  success  of  the 
crackdown, Spanish reaction to 
the  French  operation  was  at 
first  mixed.  While  welcoming 
it,  Spanish  officials  said  they 
would  have  preferred  the  in-
formation  on  Arrospide'  s  ar-
rest to have been kept a secret 
from  the  media  for  slightly 
longer,  since  that would  have 
given them more time to round 
up more of the most dangerous 
members of  ETA  in  France as 
well  as  the  members  of  the 
new terrorist cell in Madrid. As 
it was, many of those arrested 
were  allegedly  "second-rank-
ing" members of ETA-not the 
terrorists themselves. Another 
complaint  of  Spanish  officials 
and  of Spain's opposition par-
ties-with the exception of the 
Basque parties-was that they 
would  have  been happier  had 
Arrospide  been sent to Spain 
immediately rather than taken 
to  Paris  with  Picadea  and 
charged  by  a  magistrate 
specializing in  terrorist cases. 
The Spanish  Government has 
wasted  no  time  putting  in  a 
Since September, police have captured many members of the 
Basque guerilla organization ETA. Above, a Basque campaign poster 
from the 1986 regional election. 
request for Arrrospide's extra-
dition  to  make  sure  that  he 
cannot  escape  again  if  the 
French charges  are not suffi-
cient to keep him in prison. 
Nevertheless, the operation 
represented an important step 
forward  in  co-operation  be-
tween  the  two  countries 
against  ETA,  which  began  in 
1984 when  the  Governments 
of both nations were Socialist. 
At that time, the French began 
to accept the Spanish position 
that while  Basque guerilla ac-
tion  during  the  French  dic-
tatorship  in  Spain  had  meant 
one  thing,  it  meant quite  an-
other  with  a  democracy  in 
Spain.  The  French  Govern-
ment, as a first sign of agree-
ment  with  the  Spanish  view, 
expelled three ETA suspects, an 
act that broke a long tradition 
of  offering  asylum  to  Basque 
guerillas that had begun during 
the  Franco  regime.  Prior  to 
this  increase  in  cooperation, 
the French had never expelled 
Basques in such large numbers 
before the crackdown last Sep-
tember.  The latest expulsions 
brought the total to 14  7 since 
1984. Ninety of these Basques 
are now in prison out of a total 
of 435 ETA prisoners in Spain. 
The change of attitude of the 
French  Government  was  due 
to two reasons. First, a French 
policemen was allegedly killed 
by Basques over the summer in 
a southern French town.  Sec-
ond, there was a crucial meet-
ing between French President 
Franc;ois Mitterrand and Span-
ish Prime Minister Felipe Gon-
zalez  late in  August,  immedi-
ately after which the Gonzalez 
Governmentannouncedforthe 
first time that it had held talks 
with ETA, was continuing to do 
so  and  would  go  on  holding 
talks with  the organization  in 
the future.  The Spanish  Gov-
ernment made it clear that it 
was  not  closing  the  door  on negotiations  with  ETA,  even 
though  these  negotiations 
could only be about a cease-fire 
and  not  about  other matters, 
such  as  an  amnesty  for  ETA 
prisoners  or  reforms  in  the 
Basque region. However, ETA's 
reply was equally clear: Its re-
jection of the Spanish Govern-
ment's stand was underscored 
by  a  fresh  round  of  terrorist 
attacks including bombs in Bar-
celona and Santander, followed 
by  the  French  police  moving 
in.-]ANE MONAHAN 
LISBON 
Booming 
Tourism 
T 
he Portuguese.  tourist in-
dustry is booming and, ac-
cording  to  all  estimates,  will 
have  had  a  record  year  in 
1987.  The  global  receipts  of 
the foreign sector may go up to 
$1.6 billion and the number of 
foreign visitors is  expected to 
reach  15 million-roughly 50 
percent of the total population 
of  the country itself!  The Al-
garve region in  southern Por-
tugal alone  accounts for  more 
than  50 percent of  these  fig-
ures. 
In recent years, British and 
Spanish  tourists  in  particular 
have come to Portugal in large 
numbers, representing in 1986 
some 80 percent of all foreign 
visitors. This trend is expected 
to  continue  in  future  years, 
when authorities estimate that 
15 million of the total17.5 mil-
lion  tourists  to  Portugal  will 
come  either  from  Britain  or 
Spain. 
Reasons for the Spanish "in-
vasion"  are  fairly  straightfor-
ward. As Portugal's only neigh-
bor,  Spaniards  benefit  from 
relatively  low  transportation 
costs,  shorter  distances  and 
less traveling time.  (The cost 
of a short trip from Madrid to 
one  of  the  main  Portuguese 
cities,  for  example,  is  lower 
than going to Barcelona, north-
western  Spain  or  southern 
France.)  The generally lower 
prices in Portugal are an added 
advantage  for  Spaniards  to 
come and  indulge  in  shopping 
sprees to purchase everything 
from tourist items to the more 
expensive  consumer  products 
across the border. The Portu-
guese Travel Agents' Associa-
tion  estimates  that,  in  1986, 
one  Spaniard  in  five  came  to 
visit his  western neighbor for· 
an  average  stay  of  about  4 
days.  During  Easter  Week 
alone, some 550,000 Spaniards 
came to Portugual, a 120-per-
cent increase compared to the 
same period in 1985. 
The British are quite differ-
ent.  They usually  come  for  a 
longer vacation, are in  search 
of  sunny  beaches,  good  food, 
golf courses and tennis courts, 
quality  hotels  or tourist  "vil-
lages" and apartments, reject-
ing  the  cheaper  alternatives 
such as camping.  As  a result, 
more  than  60  percent  of  all 
Portuguese  tourist  income  is 
labeled  in  sterling,  represent-
ing between $500 million to $1 
billion a year. 
The high dependency of Por-
tuguese tourism on the British 
market is one of the most im-
portant concerns for Portugal. 
Although  it is  hoped  that the 
French,  the  Dutch  and  the 
Germans will steadily increase 
their  presence  in  Portugal  in 
the near future, British tourists 
are expected  to further  rein-
force their own share, with 12-
percent annual growth forecast 
over the next three years. This 
increase, as well as the money 
spent  by  them on  the  Portu- of the answer and things seem 
guese  tourist  facilities,  in- to move favorably in that area. 
creases their importance as a  Essential, too, however, is the 
major tourist  -income group for  improvement of the country's 
Portugal.  As  a  consequence,  basic  infrastructure,  an  effi-
the  Portuguese  market  has  dent water supply and a well 
been  seriously  affected  in  re- equipped health system, all  of 
cent  years  by  the  price  war  which  are vital  elements in  a 
among  British  operators,  smoothly running tourist oper-
which has led to incredibly low  ,ation.-JosE AMARAL 
rates. 
"We do not want our tourist 
industry  to  be  a  sale  item," 
says Licinio  Cunha,  Secretary 
of State for Tourism. "This is a 
matter of  competition  among 
British operators, but the only 
way we can handle the problem 
is by improving quality and by 
diversifying  our  market  pro-
motion." Cunha compares the 
situation to the port market of 
the 18th century, "when Eng-
land  was  allowed  to  control 
production  and trading,  keep-
ing all profits of the operation. 
We do not want our tourism to 
end up like that. We want it to 
be  a  21st-century industry in 
our own country." 
Everybody agrees that qual-
ity must be the  ey element for 
such a change and it is, indeed, 
the basic guideline of the N  a-
tiona!  Tourism  Plan  now  un-
derway to improve  Portugal's 
image as an attractive tourist 
destination  with  a  sophisti-
cated tourist industry. New in-
vestment -both domestic and 
foreign-will certainly be part 
BONN 
The Power 
Of The Press 
W
eek  after  week,  the 
relevations  of  the  so-
called  "Waterkantgate"  scan-
dal by the national news maga-
zine  Der Spiegel have  become 
the center of passionate public 
debate in West Germany. This 
country has seen many political 
scandals, but none has done as 
much damage to the image of 
the political system as the one 
in  the state of Schleswig-Hol-
stein,  where the conservative 
Christian  Democratic  Party 
(cnu) has had an unbroken mo-
nopoly  for  the  last  37  years. 
The unearthing by  Spiegel  of 
an electioneering scandal led to 
the  mysterious  death  of  the 
state's  Prime  Minister  Uwe 
Barschel  in  a  bathtub  in  Ge-
neva. 
According to all estimates, 1987 has been a record year for 
Portugal's tourist industry. Below: the Rossio Square o n Lisbon. 
On September 12, the eve of 
the state elections  in  Schles-
wig-Holstein,  the  magazine 
splashed  43-year-old  Prime 
Minister Uwe  Barschel on  its 
cover, accusing him of engag-
ing  in  a  "dirty-tricks"  cam-
paign  against  his  opponent 
Bjorn  Engholm,  the  Social 
Democratic  leader.  Spiegel's 
chief witness,  Reiner Pfeiffer, 
was none other than Barschel' s 
campain  press  aide.  He 
squealed  to  Spiegel  that  his 
boss had directed him to hire a 
detective to spy on Enghohn' s 
private  life  and  to  send  an 
anonymous  letter  to  the  tax 
authorities, charging Enghohn 
with  tax  fraud.  Barschel  dis-
missed  these  charges  as  a 
"pack  of  lies"  and  the  cnu 
party leader and Finance Min-
ister in Bonn, Gerhard Stolten-
berg, denounced the magazine 
as  "a periodical  of  the leftist 
combat press." Both politicians 
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heavy  losses  incurred  by  the 
cnu in the state elections. 
Nobody can say for sure how 
much  effect  Spiegefs  revela-
tion  had  on  voters.  Although 
the magazine  did  not  hit  the 
newsstands until one day after 
the  elections,  advance  copies 
were  made  available  to  radio 
and television networks, which 
gave the story prominent cov-
erage on  election day.  Spiegel 
continued to publish more de-
tails  about  the  "dirty-tricks" 
campaign and, after two weeks 
of  drama  and  suspense, 
Barschel was forced to resign 
as Schleswig-Holstein's Prime 
Minister.  And  after  a  par-
liamentary  investigation  com-
mittee  was  set up  and  when 
further  details  emerged,  the 
Conservative  party  asked 
Barschel even to resign his po-
sition as member of Schleswig-
Holstein's state parliament. 
Then the bombshell struck. 
Uwe Barschel was found dead 
by two reporters of the weekly 
magazine Stern in the bathtub 
of  his  hotel  room  in  Geneva. 
The  circumstances  of  his 
death-he  was  found  fully 
dressed in a tub filled with wa-
ter-turned Germans into am-
ateur detectives. The German 
press, unable  to get any hard 
news, created its own evidence 
including,  incredibly,  a  clair-
voyant  "talk"  with  the  dead 
Barschal. Even Barschel'  s fam-
ily  does  not accept the Swiss 
autopsy  finding  that  Barschal 
died of an overdose of sleeping 
pills  and  tranquilizers,  insists 
that he was the victim of some 
insidious  plot  and  was  mur-
dered. 
The soul-searching that re-
sulted  from  Barschel's  death 
concerns not only the state of 
the  country's  "political  cul-
ture," but also the role of the 
press.,  Ulrich  Wilckens,  the 
Protestant Bishop .of Holstein-
LUbeck,  warned  against  the 
blending  of  state  power  and 
political  interests  and  also 
against the obsession to main-
tain  power  at  any  price,  and 
then took  the  press  to  task. 
"journalists are not only bound 
to  tell  the  truth,"  he  said, 
"Tact and fumness are equally 
imperative."  He  pointed  out 
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that the power of the press also 
had  limits,  and  objected  par-
ticularly  to  the  marketing  of 
pictures  of  the  dead  U  we 
Barschel  in  his  bathtub.  The 
Stern  reporter  shot  the  pic-
tures  before  even  informing 
authorities that he had found a 
body in the tub. 
For Spiegel, the Barschel af-
fair  came  propitiously  in  its 
40th jubilee year. Since its very 
inception,  the  magazine  has 
courted controversy,  which  is 
both  its  strength  and  weak-
investigative  reporting  re-
mains a rarity, Spiegel also has 
many admirers. For Sebastian 
Haffner,  writer and journalist, 
the news weekly fulfills a vital 
function  in  West  German  de-
mocracy. 
However press analysts rate 
the  publication,  they  are  all 
agreed on one point: the maga-
zine  is  pubisher  Rudolf 
Augstein's life and love, and he 
wields absolute power,  aiming 
to have political influence both 
by  exposing  scandals  and  by 
The weekly news magazine Der Spiegel can be considered the 
"indisputable organ of the unspeakable" in German politics, having 
uncovered several of the scandals in German politics. 
ness. First appearing in  194  7, 
Der  Spiegel  (translated,  it 
means  "The Mirror") slipped 
into the cover of a news maga-
zine  Diese  Woche,  which  the 
British  occupation  authorities 
had launched but were obliged 
to close  down  because it was 
too  critical  of  Allied  policies. 
Several  decades  later,  Der 
Spiegel still sets the agenda for 
discussing  the  undiscussable. 
True,  the  magazine's  aggres-
sive-and often  smug-style 
of  muckraking  has  be·en 
critize.d  for  being  destructive 
and  for  falling  wide  of  the 
mark. But in a country where 
directly attempting to sway po-
litical opinion.  The magazine's 
critical  approach,  or  rather 
what is  considered critical  by 
German  readers,  has  earned 
both publication and  publisher 
success,  power  and  periodic 
charges  of  being  "leftist." 
Nevertheless,  all  attempts 
to  associate  Der  Spiegel with 
any particular conviction have 
so far failed. The magazine has 
no  consistent political position 
and,  indeed,  its revelations of 
financial  mismanagement  by 
the  "Neue  Heimat,"  a  trade 
union  building  society,  caused 
the  SOcial  Democratic  Party, 
which  has  close  ties  to  the 
trade unions,  to lose its abso-
lute majority  in  the Hamburg 
state elections. While the mag-
azine is not tied to any political 
party,  Augstein  is  himself  a 
long-time member of the Lib-
eral party, on whose ticket he 
was elected in  1972 to parlia-
ment but soon  abandoned  his 
political career. 
Today widely feared in gov-
ernment  and  political  circles, 
Spiegel is  the only  West  Ger-
man  publication  to  have 
brought  down  a  government. 
In  19.62,  a  heavy-handed  at-
tempt  by  the  then  Defense 
Minister  Franz-josef  Strauss 
to shut down the magazine fol-
lowing a leak of secret defense 
reports, led to a political scan-
dal  in  which  the  government 
resigned  and  Strauss  was 
forced out of office. The maga-
zine  was  allowed  to  be  pub-
lished again,  and  the myth of 
Der Spiegel was born. 
Der Spiegel is now the indis-
putable organ of the "unspeak-
able" in  the Federal Republic 
of Germany, an institution that 
publishes news, documents and 
information  that would  other-
wise never see the light of day. 
Anyone  wanting  to  turn  in-
formation into money offers his 
story to the monthly Stern or 
to the daily Bild. But someone 
wanting money-and also  po-
litical repercussions-offers it 
to  Spiegel.  The  magazine 
stings everybody and anybody. 
Moreover, its editorial policy of 
using  informants  like  Reiner 
Pfeiffer, a sometime journalist 
with  a  checkered  past,  is 
rooted  in  the  Spiegel s eco-
nomic independence. There is 
no outside money in the maga-
zine. Its circulation is 930,000 
readers, and its annual revenue 
about  330  million  marks 
(roughly  $170  million).  Pub-
lisher Rudolf Augstein proudly 
calls his successful brainchild a 
"storm cannon of democracy." 
But poet and critic Hans Mag-
nus Enzenberger sees it differ-
ently.  "That we need a maga-
zine like  Der Spiegel does not 
speak  for  the  magazine,"  he 
muses.  "It speaks  against 
[West German] press in its en-
tirety, against the ·conditions of 
our  society.  It speaks,  in  a word,  against  us."-WANDA  MENKE-GLUCKERT 
W 
ellington Long, a regular contributor to Europe 
for  many years,  died  in  Bonn  on  November  5 
after a long fight with cancer. Wellington Long's articles 
from Bonn always were informative and brought particu-
lar life to the many facets of German politics, culture and 
society  he  covered so  well-all this  with  a  sense  of 
humor very much his own. Even during the last months 
of his life, his spirits were always high, his outlook on life 
positive and cheerful. We deeply regret the loss of such a 
respected journalist. 
DUBLIN 
Saving A 
Seminary 
I
reland's  oldest  Catholic 
seminary and reputedly the 
world's  largest,  St.  Patrick's 
College, Maynooth, is in finan-
cial  trouble  and  an  appeal  to 
the Irish people  at home  and 
abroad to raise $15 million has 
been  launched.  The  college's 
200th anniversary will be cele-
brated in  1995 and organizers 
are  hoping  that  its  financial 
situation  can  be  made  sound 
again by that date. 
Maynooth,  as the seminary 
is  universally  known,  domi-
nates a village of that name 15 
miles from Dublin on the main 
road to the west of the country. 
The soaring spire of its colle-
giate chapel and the twin quad-
rangles enclosed by  18th- and 
19th-century  buildings  were 
seen as a symbol of the resur-
gence of  an  Irish  Catholicism 
that survived centuries of per-
secution  under  the  infamous 
Penal  Laws.  About  10,000 
priests  have  been  trained 
there, not just to serve in Ire-
land  but  also  in  India,  China, 
Africa  and  even North Amer-
ica. 
Maynooth also has become a 
short  -hand term for the power 
of  the  Hierarchy  of  bishops 
who  meet  there  three  times 
yearly and who  are nearly all 
former students of Maynooth. 
Before  Irish  independence 
from  Britain in  1922, the Hi-
erarchy  fought  public  battles 
with  the  British  authorities 
· over control of education, the 
appointment of bishops and the 
excesses  by  the  military 
forces. 
Mter 1922, the thunder of 
Maynooth was directed toward 
respectful native Governments 
that were firmly encouraged to 
ensure the observance of Cath-
olic moral principles in matters 
such as contraception, divorce, 
book  and  film  censorship  and 
social  legislation.  Since  the 
Second Vatican Council, Catho-
lic  triumphalism,  which 
reached a peak in the Ireland of 
the  1940s  and  1950s,  has 
greatly diminished.  Neverthe-
less,  there still are occasional 
flashes  of Maynooth power as 
shown in the recent referenda 
on abortion and  divorce,  mat-
ters in  which  the Hierarchy's 
views  easily  prevailed.  There 
also is evident a growing anti-
clericalism that has always ex-
isted in a subdued form but is 
getting  less  inhibited  among 
younger people. 
In previous national appeals 
to  help  Maynooth-which in-
cluded  the  dark  days  of  the 
1847  Famine-there  was  a 
generous  response  from  a 
largely rural population where 
money was  scarce:  Maynooth 
was an  inspiring symbol for  a 
Catholic  Ireland  that  was 
struggling to get off its knees, 
and  many  farming  and  small 
business  families  dreamed  of 
having a son go to Maynooth, 
just as in  other countries the 
ambition was for entry into mil-
itary academies  .. 
Maynooth  today  has  no 
longer the same symbolic  ap-
peal.  Catholicism  is  so  firmly 
established as virtually the na-
tional religion--95 percent of 
the Irish  population  is  Catho-
lic-that there has been an in-
evitable  reaction  against  its 
dominance  in  education  and 
hospitals.  The  ever-present 
problems of Northern Ireland, 
with its sectarian conflicts, also 
have induced an unease among 
the southern population about 
the consequence of allowing a 
Catholic "ethos" to become so 
strongly entrenched. 
Another  factor  is  that  in 
1966, the Hierarchy took the 
rather daring decision to open 
Maynooth to lay students, male 
and female.  Since 1910, May-
nooth'  s  philosophy,  arts  and 
science  faculties  have  been 
recognized as a college of the 
National University of Ireland, 
but  only  seminarians  took 
Bachelor  of  Arts  or Sciences 
degrees. Today, only about 400 
of the 2,200 students are stu-
dents for  the priesthood.  The 
university  part  of  Maynooth 
qualifies  for  the  same  large 
state grants as  other higher-
education  establishments  and 
is thus supported by the Irish 
taxpayer. The fundraisers  try 
to explain that the money that 
is  urgently needed now  is for 
the renovation of the seminary 
buildings in  which the clerical 
students  have  their quarters. 
State  aid  for  tlris  purpose  is 
forbidden  under  the Constitu-
tion,  which,  although  often 
seen as ''sectarian or 
confessional," in fact prohibits 
the state from endowments to 
any religion. 
Ironically,  M[aynooth  was 
orginally created and endowed 
by  a  Protestant-dominated 
Irish parliament in  1795, and, 
until1869, fairly generously fi-
nanced  by  successive  British 
Parliaments. There was a po-
litical motive behind such sup-
port, namely the hope that in 
return for  official  funding,  the 
clergy would wean their rebel-
lion-prone  flock  from  resis-
tance  to  British  rule.  This 
turned out to be a vain hope.-
]OE CARROLL 
LONDON 
Company 
Buyouts 
T
he  $1-billion  buyout  of 
England's  MFI  furniture 
company by its management in 
October set a new British and 
European record for staff buy-
ing  the companies  they work 
for,  and  showed  again  that 
"where America goes, Europe 
will follow." 
Ten years ago, the idea of a 
company's  management  get-
ting  together  to  raise  the 
money to buy their firm from 
the owners was  rare, eve.n in 
the United  States. In  Britain, 
management buyouts began in 
a small way only five years ago, 
but finally became big business 
in  1987.  Nowadays,  photo-
graphs  of  groups  of  smiling 
managers are appearing regu-
larly in  British newspapers as 
more  and  more  executive 
groups succeed in  raising the 
capital to take over their own 
companies threatened with clo-
sure  or  asset  stripping.  The 
picture  of  the  beaming  MFI 
chairman Derek Hunt marked 
one of the most recent and by 
far the largest of these deals. 
The $1  billion that he and his 
colleagues  had  managed  to 
raise to buy the troubled furni-
ture company set a new bench 
mark, but one that is expected 
to be surpassed soon. 
In the United States, buyout 
schemes  began  in  earnest in 
the  mid-1970s,  and  by  now 
huge deals are becoming com-
monplace, with the $6.2-billion 
buyout of the Beatrice food and 
consumer  manufacturer  in 
1986 hailed as the deal of the 
decade. 
Development of the buyout 
movement in Britain was ham-
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prevented business from using 
their own assets to fund  their 
purchases. However, pressure 
for  change  grew  in  the  late 
1970s, as the harsh economic 
climate forced more and more 
companies and plants tb close. 
"Managers  were  faced  with 
the  simple  choice,"  recalls 
dealmaker  Robert  Smith,  the 
43-year-old  head  of  Charter-
house  Development  Capital. 
"They  could  buy  their  busi-
nesses from their employers or 
be  put out  of  a job.  It was  a 
question of survival." 
By 1981, the rules had been 
eased  and  leveraged  buyout 
became  possible.  This  meant 
that  the  intending  purchaser 
could  offer  the assets and  fu-
ture cashflow  of the company 
as  collateral  for  the  loan 
needed for the purchase, which 
enabled the buyout business to 
move into high gear. 
The total value  of  manage-
ment  buyouts  in  Britain  has 
now risen from $17 5 million in 
1981 to more than $3.6 billion 
for just the first nine months of 
1987.  Since  the  laws  were 
eased, the number of deals has 
been exceeding 200 each year, 
with the value of the transac-
tions increasing from an aver-
age of less than $1 million each 
in  1981  to  an  average  of  $8 
million in 1987 -not including 
such mega-buyouts as the $1-
billion  MFI  deal.  This  growth 
reflects the high  success rate 
of  such transactions.  The Fi-
nancial  Times  notes  that 
"starting  out  as  a  means  of 
disposing of poorly performing 
subsidiaries-which  often 
were sold at a discount to net 
asset  value-the  deals  now 
usually  involve  successful  but 
ill-fitting operations.'' 
When  it  comes  to  buying 
such  prospects,  the  manage-
ment teams have  the edge in 
some important aspects. They 
know  the  business,  they  are 
the natural choice if the owner 
or  parent  company  wants  a 
quick  deal,  and  they  can 
threaten to walk out if another 
bidder wins.  Furthermore, ex-
perience has shown that most 
management  teams  perform 
extremely well after they have 
bought  their  independence. 
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Once  they have improved the 
company's  performance  they 
usually  float  it  on  the  stock 
exchange within  two or three 
years,  thus  restoring the bal-
ance  sheet  to  reasonable 
shape.  This  could  mean  huge 
rewards for the 350 executives 
at MFI  who  each invested  be-
tween $300 and $130,000 for 
shares in  the  company.  Their 
total investment of just under 
$1  million  could  be  worth  as 
much as $80 million if  they can 
get the profits moving forward 
and can bring the company to 
the  stock  market  in  three 
years' time. 
just as Britain, followed  the 
U.S. lead, the rest of Europe-
where such deals are still virtu-
ally  unknown-is expected to 
be the next area for the expan-
sion  of  the buyout  philosophy 
and  specialists  believe  that 
pan-European  deals  will  be-
come  increasingly  common 
over the next few years.-DA-
VID LENNON 
PARIS 
The Folies 
At 100 
T
his  year  marks  the  cen-
tennial for a piece of Paris 
that is less photographed than 
the Eiffel  Tower and  perhaps 
less  visited  than  the  Louvre 
Museum. But after 100 years, 
the Folies Bergere is the best-
known  landmarks  of  France, 
often representing the soul of 
Paris for tourists. 
Although  the Folies opened 
more  than  100 years  ago,  in 
1868, with circus acts, singing 
and magic tricks, the elaborate 
revues featuring daring female 
performers  that  made  it  the 
first and the most famous mu-
sic  hall  in  Paris,  began just a 
century ago.  The women per-
formers-les showgirls-have 
always  been the dominant  at-
traction of the Folies Bergere, 
which became the world's first 
cabaret to feature naked ladies 
in  1912.  The  heyday  of  the 
music  hall  was  during  the 
1920s and  1930s, when it be-
came renowned for Miss Blue-
bell's  troupe  of  "Bluebell 
Girls" who adorned the elabo-
rate sets of the Folies'  stage. 
At 75, Miss Bluebell still lives 
in Paris and has fond memories 
of  that time,  her marriage to 
the conductor of the Folies' or-
chestra and her work with the 
young performers who went on 
to  make  redoubtable  reputa-
tions. "The glamor, the glitter, 
there  was  nothing  like  the 
1930s at the Folies Bergere," 
says  Miss  Bluebell.  "It  was 
sensational." 
The  number  of  famous 
personalities  and  performers 
that  either  made  their  debut 
there or appeared on its stage, 
is  long.  A 14-year-old Charlie 
Chaplin started out there-do-
ing  a  buffoon  act  that was  a 
prelude to his famous little man 
with  bowler,  cane  and  duck 
walk-as  did  French  movie 
star  F  emandel.  The  Russian 
classical  ballerina,  Anna  Pa-
vlova,  did  a short stint at the 
Folies, and Mata Hari, the sen-
suous  spy  later  convicted  of 
treason, was once a Folies per-
former. 
Most famous of all, perhaps, 
was josephine Baker, the half-
jewish,  half-Negro  American 
who burst onto the stage of the 
Folies  Bergere  in  the  1920s 
and  later  formed  her  Revue 
Negre.  Even  today, there are 
oldtimers  backstage  who  re-
member  her and  her famous 
"banana skirt," a costume that 
was  her  own  invention:  One 
day, when her costume had not 
arrived in  time  for  rehersals, 
she  took  some  bananas  from 
her dressing room and knotted 
them onto a men's necktie as a Elaborate 
shows, 
featuring 
daring female 
dancers, made 
the Folies 
Bergere the 
most famous 
music hall. It 
was the first 
cabaret to 
feature naked 
women and 
gave a start to 
the careers of 
many famous 
people, 
including 
Charlie 
Chaplin, Anna 
Pavlova and 
Mata Hari.  ,~ ._/ 
josephine Baker 
was one of the 
most famous 
performers of the 
Folies in the 1920s 
and 1930s, known 
for her Revue 
Negre and her 
outrageous 
banana-skirt 
costume. 
joke,  thus creating one of the 
most famous  costumes in  mu-
sic-hall history. 
The longevity of Folies asso-
ciates  has  contributed  to  the 
great respect for tradition: The 
costume and set designer has 
been there for  50 years; Paul 
Derval  directed  the  theater 
from  1918  until  he  died  in 
1966; and the great Art Deco 
artist Erte designed the Folies' 
posters  through  much  of  its 
history.  The present director, 
Helene Martini, says her goal 
is to retain that traditional and 
Parisian flavor  without letting 
the show  become  anachronis-
tic. The result is a rejuventated 
Folies Bergere in its centennial 
year,  with  topless  girls  drop-
ping out of the ceiling, sequin-
encrusted girls mincing around 
the  stage,  and  men  who  are 
almost as bare: as the women 
forming a signijkant part of the 
show. At the same time, there 
is still the can-can, and the real 
traditional  French  music  hall 
still  makes  its  home  at  the 
Folies  Bergere.-BRIGID 
}ANSSEN 
AMSTERDAM 
Warming 
Oceans 
I
n  early  November,  Dutch 
Minister  of  Transport  and 
Public  Works,  Neelie  Smit-
Kroes,  and  Genady  Golubev, 
assistant executive director of 
the  United  Nations'  Environ-
ment Program (UNEP), signed a 
''Memorandum of Understand-
ing"  in  the  Delft  Hydraulics 
Laboratory,  stating  that  the 
Netherlands will play a leading 
role in  a research project de-
signed to help master the prob-
lems posed to modem society 
by  the  unprecedented  global 
rise  of  temperatures. 
Pier Vellinga,  deputy direc-
tor  of  Delft  Hydraulics,  said 
there was now  clear evidence 
that human activities, such as 
use of the aerosol, were affect-
ing  the  climate  on  a  global 
scale, and that, due to a rising 
concentration  of  carbon  diox-
ide  and  certain  gases  in  the 
atmosphere,  global  warming 
should be anticipated. Of all the 
potential  impacts  of  this  hu-
man-induced climatic change, a 
rise in the sea level appears to 
be the most dramatic and wor-
rying  phenomenon,  especially 
when  considering  that half  of 
humanity lives in the low-lying 
coastal regions. On the basis of 
observed changes since the be-
ginning  of  this  century,  is  it 
estimated  that  the  expected 
rise in  global  temperatures of 
between 1.5°C to 4.5°C would 
lead to a sea-level rise of 0.2 
meters  to  1.4  meters  in  the 
next 100 years. The greatest 
evidence  of  this  change  are 
thermal  expansion  of  the 
oceans, the retreat of mountain 
glaciers and melting ice  caps. 
Verringa pointed out that even 
if all carbon dioxide emissions 
were to be  stopped now,  this 
process,  once  started,  would 
nevertheless still continue for 
decades to come. 
The  consequence  of  rising 
sea levels will be the erosion of 
beaches,  loss  of farmland  and 
flooding,  as  well  as  problems 
with  water  management  sys-
tems.  A reasonable  target to 
try  to  halt  this  phenomenon 
would  be  to  limit  human-in-
duced rates of sea level rise to 
an  amount  comparable  to the 
present measured rate of about 
12 centimeters per century on 
average. This could be attained 
by  lowering  emissions  of car-
bon dioxide by 2 percent a year 
coupled  with  a  reduction  in 
emissions of other trace gases. 
British  scientist  Alexander 
King, former president of IFIAS, 
was  the  first  to  foresee  the 
problem by examining the con-
sequences  of  radical  techno-
logical  development,  and  has 
pointed out that efforts to rec-
tify  the  impending  problem 
must  be  a  systematic part of 
government  policy,  and 
Golubev noted that it had  be-
come  an  urgent  international 
task  to  meet  these  drastic 
changes.  For,  what  would  be 
the impact of sea-level rises on 
estuaries and  deltas,  on  their 
ecosystems and  on  social  and 
economic  activities?  To  what 
extent would  intrusion of  salt 
water into  deltas  affect  avail-
ability of fresh water and  the 
impact  of  sea  level  rises  on 
flooding  of  arable  land?  He 
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desh, Egypt and the Caribbean, 
who  are strongly affected  by 
these factors, and asked what 
would happen if the phenome-
non of such a climate change-
unprecedented in  modem his-
tory-became common? 
Golubev said that the memo-
randum will help to usher in an 
era of  closer  cooperation  be-
tween the Dutch Government 
and UNEP, pointing out that the 
experience  and  technology 
gathered  by  the  Netherlands 
over the centuries in their fight 
against the sea will be invalu-
able not only to countries not 
as experienced in the matters, 
but also to UNEP' s program. 
The  Netherlands  itself  has 
plans for prevention already at 
hand.  Smit-Kroes  said  that 
since great hydraulic  projects 
were the Dutch insurance pol-
icy against disaster, plans were 
underway to draw up  an inte-
grated coastal policy by  1990 
that would take climatic devel-
opments  into  account.  She 
went on to say that her Minis-
try was already closely moni-
toring  the  effects  of  climate 
change  and  that  the  Royal 
Nether  lands  Meteorological 
Institute  was  conducting  ex-
tensive  research.  The  draft 
Flood  Protection  Act,  to  be 
1 presented  before  the  Dutch 
Parliament,  requires  that the 
degree  of  safety  already 
achieved  shall  be  maintained 
with  the help  of quinquennial 
climatic assessments on which 
appropriate  action  can  be 
based.  -NEL Sus 
COPENHAGEN 
Market Fall 
Is Slight 
A
lthough the Danish stock 
market  did  not  escape 
the "Crash of '87" in October, 
the Danish  bears were much 
less  fierce  than  their  U.S. 
counterparts.  This  was  due 
partly to the fact that Danish 
stocks  never  reached  Wall 
Street heights, partly because 
because Danish stocks are not 
traded  internationally  to  the 
same extent as most other Eu-
ropean  stocks,  and  because 
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there was no  futures and op-
tions market to accelerate the 
market gyrations. 
Most participants in  the fi-
nancial markets fear, however, 
that one of the most remark-
able trends in Danish postwar 
history, the sharp rise in popu-
lar ownership of shares in the 
last five years, will now be re-
versed.  Before  the  Crash  al-
most  one-third  of  all  Danes 
owned stock, one of the high-
tributed  to  the  five-year  bull 
market, even though the Dan-
ish market was only a real bull 
market  for  three  years,  and 
Danes  switched  to  interna-
tional stocks to hitch a further 
ride.  But  the  Social  Demo-
cratic  Party  initiated  legisla-
tion that made capital gains on 
stocks tax free if they had been 
owned for at least three years. 
Financial legislation in Den-
mark has  been extremely lib-
The Danish stock exchange, which did not escape the "Crash of 
'87," nevertheless did not experience the same fall in prices as other 
exchanges around the world. 
est proportions  in  the  world. 
This compares with the early 
1980s,  when  less  than  one 
Dane in 10 owned stocks. 
Studies  show  that  stock 
ownership  is  a  little  higher 
than  average  among  Danes 
voting  right  of  center  and  a 
little  lower  than  average 
among Danes to the left of cen-
ter, though the differences are 
not enormous. Denmark's larg-
est political  party,  the  Social 
Democratic Party, is exactly on 
the average level,  a  fact  that 
may be of crucial political im-
portance if and when the party 
returns to power. Many expect 
this may happen next year. 
Much of the rise in  popular 
interest in owning stocks is at-
eral compared to most neigh-
boring  countries,  sustaining 
Danish hopes that Copenhagen 
may  yet  develop  into  a  real 
international, if regional, finan-
cial  center. Although the pre-
Crash average portfolio  value 
was  relatively  small-about 
$3,000-according to a study 
in August, the average was ris-
ing  fast,  especially  as  the 
stocks were becoming increas-
ingly popular as part of private 
pension plans. 
But there is  one exception. 
Danish pension funds,  most of 
them directly or indirectly con-
trolled by the unions, could un-
til this fall purchase at most 20 
percent of the stock in a com-
pany.  This limit has now been 
lifted  somewhat,  but  is  still 
very  restrictive  compared  to 
freedoms  allowed  pension 
funds globally, and especially in 
the United States. Danes have 
feared  that the unions  might 
use their pension funds to dom-
inate Danish business, but the 
restrictions have definitely si-
phoned  off  an  important  de-
mand  element  in  the  stock 
market. Some economists be-
lieve that this is an important 
explanation of the more mod-
erate price rises on the Danish 
stock market. 
Certainly,  buyers  will  be 
more welcome than sellers in 
the Danish market in the com-
ing months. And both pension 
fund  managers  and  more 
thoughtful  private  investors 
find  solace  in  the  fact  that 
stocks  have  outperformed 
other investments historically, 
even accounting for the 1987 
Crash. No consolation for those 
who  had  to sell,  but a  potent 
argument for those hoping that 
not all small investors will run 
for  cover.-LEIF  BECK 
FALLESEN 
ATHENS 
Amazing 
Trees 
T
en  years  ago,  George 
Kallistratos, a researcher 
from  Ioannina  University  in 
northern Greece, used to drive 
past the dry stone walls of the 
city's Turkish castle on his way 
to work and wonder how a full-
size  cypress tree was able  to 
sprout  from  the  battlements 
and  grow to maturity.  Today, 
he has developed an inexpen-
sive and successful method of 
raising  trees  in  the  arid  cli-
mates of sub-Saharan Africa. 
Kallistratos, head of the uni-
versity's experimental physiol-
ogy department, worked from 
the  idea  that  sufficient 
amounts of humidity and nutri-
ents  were  the  only 
indispensible  elements  for 
growing  trees.  If both  were 
contained  in  a  suitably  sized 
bag, he reasoned, a tree could 
flourish on balconies and roof-
tops-or in deserts. 
Planted  in  the  carparks around his laboratory in an Ot-
toman-era hospital in Ioannina 
were several dozen flourishing 
peach, pear, plum,  walnut and 
almond  trees that all  sported 
the  green  plastic  frill  around 
their bases.  Elsewhere in  the 
surrounding district of Eprius, 
Kallistratos  has  successfully 
planted olive  trees, which  are 
not  usually  found  in  such 
mountaineous areas, vines, and 
even a giant Redwood tree, all 
in the heavy-duty plastic bags. 
The  bags  contain  a  special 
tree-soil mixture that includes 
fertilizers,  trace elements, in-
secticides  and,  most  impor-
tantly, absorbants that can re-
tain up to 500 times their own 
volume of water. They are per-
forated  so  that the seedling's 
roots grow out and stabilize the 
tree in the surrounding soil. 
In  Mediterranean  climates, 
the  result is  a productive  or-
chard  for  part  -time  farmers. 
The bagged trees need water-
ing  only  once  every  three 
months and  save considerably 
on fertilizer costs, yet still pro-
duce a top-quality crop. In hot, 
dry regions, on the other hand, 
this  method  of  planting  can 
prove  to  be  a  life  saver:  the 
trees produce food,  shade and 
ground cover that can ward off 
starvation in  times of drought 
and  eventually make  localized 
alterations in the climate. 
Thus,  Kallistratos'  experi-
ments with seedlings grown in 
50-liter plastic bags have now 
expanded  into  an  ambitious 
tree-planting  program  in  the 
Cape Verde Islands and six M-
rican  countries-Djibouti, 
Ethiopia,  Sudan,  Chad,  Mali 
and  Senegal.  Eventually,  he 
hopes,  a  green belt  of  refor-
estation will stretch across the 
Mrican  continent.  In  his  first 
experiments  in  the  barren 
Cape Verde Islands off western 
Mrica, he found that fruit trees 
grown  with  his  method-
which  he  calls  "Kalliden-
dron" -needed only  20 liters 
of water once  a month,  com-
pared with up'  to 1,200 liters of 
water monthly under ordinary 
growing  conditions.  At  the 
same time, only 5 percent of a 
normal  fertilizer  ration  was 
necessary since it was retained 
inside the plastic bag. 
The  method  can  also  halt 
desertification since only a few 
square  centimeters  of  soil 
around  the tree base  are left 
exposed  to  evaporation.  With 
traditional  irrigation  systems, 
at least  one  square  meter of 
ground  remains  exposed 
around each tree and up to 80 
percent of the moisture from a 
single  watering  is  likely  to 
evaporate immediately, leaving 
a  salt  layer  around  the  tree. 
With successive waterings, the 
salt layer thickens until eventu-
ally  the tree dies and the soil 
becomes too salty for  cultiva-
tion. 
Kallistratos hopes to demon-
strate  that  fairly  extensive 
plantations of several varieties 
of  fruit  trees would  meet all 
nvtritional  requirements  in 
famine-prone areas of Mrica (a 
combination of just nuts, dates 
and  avocados  could  cover 
emergency  needs,  for  exam-
ple)  while  their  leaves  could 
provide  fodder  for  animals 
raised to supply protein. 
With  a  carefully  calibrated 
combination  of  nutrients,  the 
method has maintained an  SO-
percent success rate for a wide 
variety  of  both  local  and  im-
ported species of trees. Island-
ers on  Cape  Verde welcomed 
the  reduced  workload  and  in 
Ethiopia,  experiments  with  a 
horizontal  variation  of  the 
method  produced  vegetable 
crops  grown  successfully  in 
desert  surroundings  from 
seedlings  in  a  soil-absorbant 
mixture  sandwiched  between 
plastic sheets.-KERIN HoPE 
BRUSSELS 
Mighty Little 
Village 
T
he issue that has brought 
a small cluster of villages, 
Les Fourons, to the forefront 
of  Belgicm  politics  once  again 
has managed to bring down the 
national  Government.  The 
question of whether a man can-
not or will not speak Dutch in a 
bilingual  country  seems  of 
marginal  interest.  But  when 
the man  is jose  Happart,  the 
elected mayor of a small group 
of French-speaking villages  in 
a Dutch-speaking province, the 
issue assumes national impor-
tance. There will be a general 
election in Belgium on Decem-
ber  13  as  a  direct  result  of 
Happart'  s obstinancy. 
There are about six villages 
in  Les  Fourons  with  a  total 
population  of  4,500  people. 
They all speak French, but by 
some fluke  of geography they 
fall  within the Dutch-speaking 
Belgian  province  of  Limburg. 
Limburg's  rules  say  that  all 
elected officials should be able 
to  speak  Dutch.  Mayor 
Happart is  a militant  Franco-
phone,  however,  and  has  re-
fused to utter a single word in 
Dutch (although,  according to 
reports, he came in first in his 
class  at  school  for  that  lan-
guage).  As  a  result,  Happart 
was stripped of his authority by 
the  Limburg  officials,  but  his 
villagers  subsequently  re-
elected him. This has been go-
ing on for several years. 
The  Belgian  Government 
summoned all senior Ministers 
in October in an attempt to find 
a  solution.  There  was  broad 
agreement  on  the  language 
rules to be applied by officials, 
marking  a  big  concession  to 
Happart  and  his  supporters. 
But what about the man him-
self? A proposal that he should 
be suspended from office until 
the  new  laws  have  been  en-
acted  was  rejected  by  the 
French-speaking parties in the 
coalition. Wilfred Martens, the 
Francophone Mayor Jose 
Happart's refusal 1to speak 
Dutch has forced early 
elections in Belgium. 
Prime Minister,  declared that 
the situation was irreconcilable 
and  asked  King  Baudouin  to 
disolve the Parliament. 
Martens is a masterful politi-
cian  who  has  already  headed 
six  Belgian  Governments  and 
is widely expected to head his 
seventh. But whether this will 
come  about  through elections 
or by clever political in-trading 
between the parties is still un-
clear.  Even more uncertain is 
how  Happart  and  his  griev-
ances will be dealt with. A cyni-
cal  political  commentator  has 
observed  that  "Les  Fourons 
has been with us for five years 
now and we have managed to 
survive it, so perhaps we could 
expect  another  five  years  of 
muddling through.'' 
What  the latest crisis  tells 
outside  observers  is  how 
acutely the Government of Bel-
gium  rests  on  maintaining  a 
balance between the different 
linguistic  cultures.  Both  the 
French-speaking  and  Dutch-
speaking arms of the Govern-
ment recognize the same eco-
nomic  disciplines that need to 
be  applied  to  restore  the 
growth of the late  1970s and 
early  1980s.  In  many  cases, 
these  involve  unpopular  deci-
sions-such as the cut  -back in 
spending on education and pub-
lic transport. While the parties 
in the center-right coalition are 
more or less agreed on this, it 
only takes a pin-prick, like the 
affair  of  Les  Fourons,  to  re-
awaken  longstanding  hostil-
ities.-ALAN OSBORN 
DECEMBER  1987  II LUXEMBOURG 
A Second 
E.C. Capital? 
E
urope's "alternative capi-
tal,"  the  city  of  Luxem-
bourg, is hanging in there and 
anyone  expecting  different  is 
under-estimating  the  deter-
mination  of  the Luxembourg-
ers.  The  issue  of  the  E.C.'s 
rightful  capital  arose again  in 
October because that was one 
of  the  three  months  of  the 
year-along  with  April  and 
June-when  all  meetings  of 
the  decision-making  E.C. 
Council  of  Ministers  were 
switched from Brussels to Lux-
embourg. It makes life  a little 
more  expensive  and  inconve-
nient  for  all  concerned,  but 
given the way the routine was 
set  up-and  clad  in  thick 
Treaty-of-Rome iron 30 years 
ago-the prospects for change 
are remote. Even if  there were 
to be change, who is to say that 
it  would  not  be  in  Luxem-
bourg's favor? "We have just as 
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much  right  to  demand  more 
meetings  of  the  Council  as 
Brussels does," said one of the 
Grand  Duchy's  Members  of 
the European Parliament. This 
is legally correct and no doubt 
the main reason why Brussels 
is  cautious  about pressing  its 
claim for E.C. capital status. 
Besides being the seat of the 
Council for three months of the 
year,  Luxembourg is  also  the 
home of the European Court of 
Justice, the Court of Auditors, 
the European Investment Bank 
and a number of services of the 
E.C.  Commission,  including 
statistics, translation and com-
puters. Until1979, it was also 
the joint seat, with the French 
city of Strasbourg, of the Euro-
pean  Parliament.  The  Euro-
MPs took their own decision to 
discard  Luxembourg  as  a 
working place, though this was 
merely an "operational" move 
and  does not affect  the city's 
legal rights, as its lawyers are 
consistently pointing out. 
What Luxembourg does re-
tain, and guards with consider-
able  tenacity,  is  the  Parlia-
ment's Secretariat, a  body  of 
some 2,000 European officials 
who  make  the  Parliament 
work. Strasbourg would love to 
have them and so would Brus-
sels, though the latter is a little 
more  circumspect in  its woo-
ing.  "We've  been  fighting  a 
battle  with  Strasbourg  for 
more than 10 years over the 
seat of the Parliament, and it 
certainly isn't lost yet," says a 
Luxembourg Government offi-
cial,  "but the  main  threat  is 
still Brussels.'' 
The threat is taking physical 
shape in the form of a massive 
office  complex  being  con-
structed in Brussels for the Eu-
ropean  Parliament  that  ap-
pears to include  an  Assembly 
Chamber.  Most of  the Parlia-
ment's committee work takes 
place in Brussels and virtually 
all of the main political groups 
in the assembly have made that 
city  their  headquarters.  The 
Luxembourgers seek, and get, 
constant reassurance from the 
Belgian  Government  that 
there  is  no  bid  underway  to 
grab the Parliament, but these 
do  not  quite  end  the  broad 
sense  of  unease  about  the 
! 
development. 
The  best  bet  for  Luxem-
bourg  now,  in  the  opinion  of 
many both inside and outside of 
the country,  might be to give 
up the fight to retain the Par-
liament and to concentrate on 
cornering  the  E.C.'s  financial 
institutions.  The  logic  of  the 
E.C.'s move  toward economic 
and  monetary  integration  is 
that sooner or later there will 
be a single central bank for the 
Community. By virtue of both 
its  banking  expertise  and  its 
legal  and  financial  structures, 
Luxembourg is well placed to 
seize the role. 
A  Luxembourg  Euro-MP 
sees his  country as becoming 
"the center of law and finance 
for  the  Community,"  some-
thing that is  "neither illusion-
ary nor unimportant," he says. 
Like  many,  he  believes  that 
this  is  Luxembourg's  surest 
way of maintaining its role as 
the Community's  "alternative 
capital."-ALAN OsBORN  E 
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1987 Gold & Silver ECU Coins 
Finally . ..  Coins From ALL Europe 
Official Legal Tender: Kingdom of Belgium 
Denomination: European Currt~ncy  Units 
T he year 1987 marks the 30th 
anniversary of the 'Iteaty of Rome which 
finalized the establishment of the 
European Economic Community. On 
this occasion, Belgium has issued 
historic new coinage denominated 
inECU's. 
A NEW GOLD BULLION 
INVESTMENT 
T he uncirculated Gold 50 ECU coin is 
the world's newest gold bullion coin. 
Because this is the first ECU bullion 
coin, they will be competitive with other 
V 2  ounce gold bullion coins such as 
Canada's Maple Leaf, America's Eagle, 
and China's Panda coins. 
A LIMITED PROOF EDITION 
The significance of the uncirculated 
coin called for the striking of  a Collec-
tor's Proof Set. The Proof set is destined 
to be a very desirable collectible item 
because these beautiful coins are being 
issued in a maximum of 15,000 sets. 
The set contains one Proof Gold 50 ECU 
and one Proof Silver 5 ECU coin. 
WHY ARE ECU'S 
A DESIRABLE COLLECTIBLE? 
E  CU coins deserve a prominent place 
in the collections of astute coin 
hobbyists and knowledgeable investors 
for these significant numismatic  firsts: 
• the first issue of coins denominated in 
ECU's-the official currency of the 
European Common Market; 
• The first Belgian gold coin issued 
since 1914; 
• The first year of a major country's 
issue. The Proofs are planned to be 
issued in 1988 and 1989 as well; 
• The first time a Belgium legal tender 
coin has a denomination other 
than francs. 
EUROPEAN SPIRIT 
IS SIGNIFIED 
By assigning the coins legal tender 
status while giving the ECU denomin-
ation, Belgium has advanced the spirit 
of a united Europe another step. Each 
nation in the Common Market is 
honored by means of 12 stars on the 
reverse of the coins. 
BEAUTIFULLY DESIGNED COIN 
When assessing a potential numismatic · 
acquisition, the beauty and importance 
of the design must be considered. An 
important subject and an eloquent 
design brings as much potential to a 
coin as does its scarcity and intrinsic 
value. The ECU coin's design personifies 
so much past and present European 
history that even non-collectors 
appreciate it and in all likelihood will 
seek to acquire the coins. In the case of 
the limited availability of the Proof 
sets-a  sell out is almost assured. 
To honor past European history the 
obverse side bears the fitting effigy of 
Charles the Fifth as it appeared on Silver 
Carolus Guilders, minted from 1540 to 
1548. 
These majestic coins are finely struck 
at the Royal Belgian Mint. A mint that 
has its origins in the 15th century. The 
proof strikings have a mirror like 
background and highly frosted designs. 
Each proof set comes attractively housed 
in a leatherette Collector's Portfolio with 
a Certificate of Authenticity. 
PERFECT HOLIDAY GIFT 
Holiday gift givers, collectors, investors 
and "Euro-philes" are invited to acquire 
the historically significant Proof Set by 
calling Manfra, Tordella &  Brookes, 
Inc. or by returning the order form 
below. MTB is the exClusive distributor 
of the Belgian ECU gold and silver coins 
outside Europe. 
The price of the Uncirculated ECU 
coins are based on the gold price at the 
time you call. Investors may conveniently 
order by phone.  --------------------------------·------------------
The Kingdom of Belgium 198  7 ECU Proof Sets 
CALL:  MTB Private Accounts Group 
1-800-535-7481  1-800-327-1077 
1-212-621-9502  1-305-374-1007 
(MTB New York)  (MTB Miami) 
OR: 
Please accept my order for _ __  (gi'Y) 198  7 Belgium ECU Proof 
Sets at $395 per set. I understand I will receive two encapsulated, proof 
coins and a Certificate of Authenticity in a leatherette Collector's Portfolio. 
Order total$ _______ _  _ 
Add $7.50 per set/insured shipping$ ___ ____ _  _ 
I prefer to pay as follows:  0  Check or money order enclosed. 
0  MasterCard  0  Visa  0  AMEX  0  Optima  0  Discover 
Card# - - ---- - -- - ---- Expires. _ _ __  _ 
Signature 
Name ____________ ____ ______  __ 
Address  _ ___  -:----:-:-:----:--- - ----:---:-:;:-:-----:-:----:-- - - --
(credit card cu stom~rs: must be billing address) 
Phone  New York residents add appropriate sales tax$  (necessary for order verification) 
,J.Sf  ~ ~·~  Manfra, Tordella & B;~;k;;:· J;~:"•"oo;n,a ilabiH ty 
-...  - 30 Rockefeller Plaza, New York, NY 10112 
MTB is known throughout the world as America's leading market maker in rare coins, precious metals and foreign currency. Established in 1953.  EU 348 SOCIETE GENERALE 
USA 
New  York  Chicago  Houston  Dallas 
Los  Angeles  San  Francisco 
Sean Gaughan 
Manager-Chicago 
Coras1h1clztal(1/ Irish Trade Board 
Suite 848 The Apparel Center 3~~ 1N~rt~~~~:~~~~~o  uR. 
Chicago Illinois 60654 Tel (312) 4671  x  . 
Karl Mellon 
tcda!/rislz Export BoaJ 
3rd Street New  York 
0  fix  420012 tREXU  N y  10022 
t Fax 212-371-6398 
Who to ask about imports rom  Ir~land. 
Established by the Government of Ireland to promote and develop exports 
14  EUROPE U.S.·E.C. RELATIONS/TRADE  The E.C.  can  produce  the  quantities 
1--------------------------------------.  necessary to feed its populations; it also 
E.C. CONFIRMS BAN 
ON HORMONE USE 
IN ANIMAL FEED 
wants  to  ensure  the  quality.  The  new 
rules  are  not  discriminatory  (as  the 
UNited States claims) since they apply to 
all producers in the E.C.  as well as third 
countries. 
IMPLEMENTATION  IS  DELAYED ONE  YEAI~ 
TO  DEFUSE TRADE  BATTLE WITH U.S. 
The  E.C.  and  Washington  have  been 
arguing  about  the  hormone  ban  for 
months.  Despite  the  one-year  delay  in 
implementation,  Washington  plans  to 
draw up  a list of measures against E.C. 
imports that it says it will put into effect if 
its $130-million-per-year export trade in 
meat, mainly offal, to the E.C. is affected 
by the ban. 
JACQUES VONTHRON 
In  a statement, the E.C.  Commission 
United  States.  From  1950  to  1979,  a  Vice  President  responsible  for  agricul-
hormone  called  diethylstilbestrol  (DES)  ture,  Frans  Andriessen,  and  the  E.C. 
T
he  European  Community,  was used freely.  It took 30 years before  Commissioner  responsible  for  external 
through its Council of Ministers,  tests proved  that DES  was  carcinogenic  relations, Willy De Clercq, called the plan 
has  confirmed  a  ban,  beginning  and its use was banned.  "regrettable and unjustified." 
January 1, 1988, on the use of hormones 1-----------------'---=-----------=--- - - -----l 
in  animals (beef and sheep) destined for  ~·•••••••••••••••••••-., 
human consumption. This is nothing new,  I SpEAk fRENCit 
merely reiteration of a decision taken two  I  I 
years ago in December 1985. Neverthe- I  t•k  d•  l  M  AT'e I 
less, to allow for  a transition period, the  I  I  E A  lp 0  ~  I  •  I 
E.C. also decided not to apply the ban on  I  What sort of people need to lea~n a foreig~ langua.ge  1 
meat  imports-which  applies  to  trade  I  as  quickly and effectively as  poss1 ble?  Fore1gn  serv1ce  1 
among the 12 E.C. member states as well  I  personnel, that's who.  .  1 
as to third countries such as the United  Now you can leam to speak French ju.st as  th~se  I 
States-until  January  1,  1989.  This  I  diplomatic  personnt!l  do-with  the  Fore1gn  Serv1ce  I 
f  11  I  Institute's Basic  French  Course. 
breathing period o  12 months will a  ow  I  The U.S. Departme ~ nt of State has spent thousands of  I 
everyone  affected-producers,  consum- I  dollars  developing  this  course.  It's  by  far  the .most  1 
ers and exporters from third countries- I  effective way to learn French at your own convenience  1 
to adapt to these new health standards,  and at your own pace.  I  I  The  Basic  French  Course  consists  of  a  series  of 
which  are  of  great importance  to  both  I  cassettes and an  accompanying textbook.  Simply follow  I 
consumers and producers in the Commu- I  the  spoken  and  written  instructions,  l.istening  ~nd  1 
nity.  I  repeating.  By the end of the course, you II  be  learnmg  1 
These  chemical  substances,  adminis- I  and speaking entirelv in  French!  1 
tered to  animals  for  their hormonal  ef- This c~urse  tur~s  ~our  c~sse~e  player  in~~.a "tea!=h- I 
feet,  have  never been popular with  the  I  ing machme."  W1th  1ts  un1que  pattern dnll  learnmg  I  method,  you  set  your  own  pace-testing  yourself,  I 
public ... and  with  good  reason.  There  I  correcting errors, reinforcing accurate responses.  1 
were  a  number  of  accidents  in  several  I  The FSI's Introductory Basic French Course comes in  1 
E.C.  countries  during  the  early  1980s  two parts shipped in handsome library binders.  Part .A  I 
involving  infants  who  had  eaten  foods  I  introduces the simpler forms ofthe language and a bas1c  I  I  vocabulary.  Part  B  presents  more  complex structures 
prepared  using  "treated"  meat.  Public  1  and additional vocabulary.  Order either, or save 10% by  I 
opinion, supported by the European Par- 1  ordering both:  I 
liament, pushed the Council of Ministers  I  0  Basic  French. Part A.  12  cassettes (15  hr.),  and  1 
toward  its  historic  decision:  banning  I  194-p. text, $13~>- 1 
these products for  anything  other than  I  0  Basic  French,  Part  B.  18 cassettes  (25  hr.),  and  I 
290-p. text, $1 5 B. 
therapy,  the  use  for  which  they  were  1  (Cf residents  add sales tax.)  I 
originally conceived.  I  I  TO  ORDER  BY  PHONE.  CALL TOLL-FREE :  1-800-243-1234. I  I 
Thus, the E.C.  has chosen the "risk- 1  I 
To order by mail, clip this ad  and send with your name 
free"  route.  No  scientist worthy of  the  1  and address, and a check or money order- or  ~harge  to  I 
name has been able to explain the meta- 1  your credit card  (VISA,  ~as~erCard, AmEx,  D1~ers) by  I 
bolic mechanisms set in motion by the use  1  enclosing card  number, exp1rat1on  date, and your s1gnatur~.  1 
of hormones.  This is  why,  to those who  I  The  Foreign  Service  Institute's  French  course  1s  I 
defend the use of hormones in animal feed  unconditionally guaranteed.  Try  it for three_  weeks.  If  I  I  you're  not  convinced  it's  the  fastest,  eas1est,  most 
by saying "prove that hormones are dan- 1  painless way to learn  French, return it and we'll refund  I 
gerous  to  human  health,"  the  E.C.  an- 1  every penny you  paid.  Order today!  .  I 
swers "prove that they are safe." Acci- I  130 courses  in  4fi  other languages  also available.  1 
dents have happened, for example in the  I  Write for free  catalo~J - Our 15th year.  I 
Jacques Vonthron is agricultural attache at the E. C.  I  IIIJCI~CiaUm~  I 
Commission's Delegation in Washington, D.C.  '  Room 1255, On-the-Green. Guilford. CT 06437  (203) 453-9794  1 
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A collection of studies  by eminent European  scholars and  experts on  a wide  range 
of Community topics. 
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THE EUROPEAN 
MONETARY SYSTEM 
D  The European Community: How It Works. 
Examination of the institutions of the Community 
and the decision-making procedure by  Emile Noel, 
secretary-general of the E.C.  Commission.  1979. 
79  pages.  ISBN  92-825-1 0 I  5-8.  $5.00 
D The Challenges Ahead-A Plan for 
Europe. A report on the need for economic 
planning at the European level.  1979. 80 pages. 
ISBN  92-825-1404-8.  $5.00 
D The Community Legal Order. Introduction 
to E.C.  law for the lawyer and  layman  by J.V.  Louis. 
1980.  145  pages.  ISBN  92-825-1053-0.  $5.00 
D  The Customs Union of the European 
Economic Community. A basic guide to the cus-
toms legislation of the E.C.  by  N. Vaulont.  E.C. 
Customs Service.  1981. 89 pages.  ISBN  92-825-
19 I 1-2.  $5.00 
D  The Old World and the New Technol-
ogies. Study on the role of new information 
technologies in  Europe and  the revolution in  bio-
technology.  1981.  147 pages.  ISBN  92-825-
1726-8.  $5.00 
D  The Finances of Europe. Comprehensive pic-
ture, by  Daniel Strasser, E.C.  Commission director-
general for budgets, on the preparation and  imple-
mentation of the budget. Also covers financial 
regulations and  resources.  1981. 422 pages. 
ISBN  92-825-2072-2.  $17.00 
D  Thirty Years of Community Law. Collection 
of essays tracing the development of the Commu-
nity, its institutional structure, legislation and 
policies  in  various sectors.  1983. 498 pages. 
ISBN  92-825-2652-6.  $15.50 
D An Ever Closer Union. Comprehensive politi-
cal, economic and  legal  analysis of the Draft Treaty 
on European Union  prepared by the European  Par-
liament.  1985.  345  pages.  ISBN  92-825-
5220-9.  $7.50 
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D  Money, Economic Policy and Europe. 
Collection of papers by  T.  Padoa-Schioppa, former 
E.C.  Commission director-general for economic and 
financial  affairs on European monetary integration 
and  international monetary economics.  1984. 215 
pages.  ISBN  92-825-4410-9.  $7.60 
D  The European Monetary System. Study on 
the aims, content and  mechanisms of the European 
Monetary System and  its operation.  1984~ 
145  pages.  ISBN  92-825-3468-5.  $4.50 
D  The European Communities in the Interna-
tional Order. Essays on the position of the Com-
munity in  terms of international law as the E.C.  has 
partially or fully  replaced  its members states as an 
actor in  international forums.  1985.  163  pages. 
ISBN  92-825-5137-7.  $4.50 
D The Rights of Working Women in the 
European Community. Comparative analysis of 
case-law in  national courts and  the European Court 
of Justice on quality of men and women in employ-
ment.  1985. 244 pages.  ISBN  92-825-5341-8.  $4.50 
D  The Professions in the European Commu-
nity. Discussion of Community efforts to establish 
rules for the mutual recognition of qualifications 
for professionals and  enhance their ability to 
practice freely  in  the E.C.  1982.  137 pages. 
ISBN  92-825-2791-3.  $6.00 
ORDER FORM 
Mail  entire page  to  the  European  Community  Information  Service,  2100 M 
Street, N.W., Suite 707, D.C. 20037, (202) 862-9500. Telephone orders are also 
welcome. 
Please send me the items I have checked. 
0  Check enclosed for $ ____  _ 
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ORGANIZATION __________________  _ 
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STRENGTHENING THE 
WESTERN  EUROPEAN 
UNION 
W.E.U.  MEMBERS SIGN NEW .. PLATFORM" 
ON COMMON  DEFENSE. 
ELIZABETH POND 
I 
n a period of uncertain transition in 
superpower relations the Western Eu-
ropean  Union  (WEU)  continues  to 
grope toward revival. It may not yet have 
acquired  the  "charter"  that  French 
Prime Minister Jacques Chirac  urged a 
year ago.  And  it may  be  conspicuously 
lacking in any real role in coordinating the 
ships that five of its seven members have 
now dispatched to the Persian Gulf. 
But it did  get a  platform  that put  it 
squarely in  the middle  of  "the broader 
process of  European unification"  at the 
last meeting of WEU Foreign and Defense 
Ministers at The Hague on October 28. It 
is the sole forum in which these ministers 
meet jointly  to  discuss  security issues. 
And  at The Hague  it  did  get Bonn  to 
declare  itself  on  the  need  for  nuclear 
deterrence and Paris to commit itself to 
defend each ally "at its borders." 
As might be  expected, then, the WEU, 
while it is doing worse than the enthusi-
asts  hoped  when  it  was  rescued  from 
decades of desuetude in the early 1980s, 
is doing better than the cynics expected. 
It provides a focus for European defense 
identity  (the  French view)  or a  strong 
European  pillar  in  the  North  Atlantic 
Treaty  Organization  (the  British  and 
West  German view).  And  it provides at 
least a modicum of insurance for Europe-
ans against any weakening of the Ameri-
can security guarantee for Europe. 
The WEU  statement in  October  illus-
trated the divergent pulls of the member 
states of  the  Federal  Republic  of  Ger-
many, France, the United Kingdom, Italy, 
and the Benelux countries-but also the 
common fear of a new wave of American 
isolationism that binds them together. 
The  French  won  from  the  nuclear-
skittish Germans the statement that "de-
terrence and defense must continue to be 
Elizabeth Pond reports from  Bonn for  The  Chris-
tian Science Monitor. 
based on an adequate mix of approp1iate 
nuclear and conventional forces, only the 
nuclear element of which can confront a 
potential aggressor with an unacceptable 
risk." The Germans won from the French 
"the determination to defend any mem-
ber country at its borders." The British 
ensured that the compromise statement 
that  emerged  was  called  a  "platform" 
instead  of  a  charter,  so  as  not  to  fuel 
American suspicion that the WEU might be 
seeking to supplant NATO. And the British 
also got the French to endorse the con-
cept of a European pillar in  referring to 
members' "obligations of solidarity" un-
der both the WEU and NATO treaties. 
Basically,  the WEU  was resurrected in 
response to two complementary wonies: 
the French scare about German hanker-
ing after neutrality during the battle over 
Euromissile deployments and Europeans' 
concern about a weakening U.S. security 
guarantee for  Europe.  Paris wanted  an 
energized WEU, along with intensified bi-
lateral French-West German military co-
operation,  to  bind  Bonn  firmly  to  the 
West.  Bonn  in  particular wanted to pin 
France down to early military assistance 
should Germany ever be attacked-and, 
if possible, to lure France away from its 
infatuation with nuclear weapons to put 
more resources into its woefuly equipped 
conventional forces. 
The EuroPeans as a whole worried that 
growing pressures in the U.S. Congress 
to pull troops out of Europe might deprive 
them  of  a  conventional  defense  robust 
enough to repel any Soviet attack without 
quick  resort to nuclear escalation.  And, 
after President Ronald Reagan and Gen-
eral Secretary Mikhail Gorbachev set the 
surprise  goal  at  Reykjavik  in  1986  of 
freeing the world of all  nuclear missiles 
(or maybe even weapons), the Europeans 
feared  that  the  U.S.  nuclear  umbrella 
itself might eventually be withdrawn. 
In  a decade of shrinking real defense 
budgets  as  well  as  shrinking  draft-age 
populations,  the  only  move  that  could 
dramatically shore up Europe's defenses 
and  address  these various  worries  was . 
some demonst!"ation of recommitment of 
French forces to the defense of France's 
glacis of Germany. This required a device 
for reintegrating Paris into European se-
curity  cooperation  without  making 
France renounce its Gaullist heritage of 
independence  from  NATO's  unified  mili-
tary command. The French would not join 
the "Eurogroup," since this was  drawn 
from  NATO's  military wing.  Nor was the 
European Community appropriate, since 
it has no brief to deal with security issues 
as such and,  in  any case,  has a neutral 
member, Ireland. Nor did anyone want to 
invent a new institution. 
Conveniently, the WEU already existed, 
already  had  France  as  a  member,  was 
autonomous of NATO  and, moreover, had 
an  even  stronger  obligation  to  mutual 
security than does NATO.  The 1949 NATO 
treaty pledges each member only to take 
"such action as it deems necessary" to 
assist an ally that is attacked. The 1954 
WEU treaty requires members to give any 
ally that has been attacked "all the mili-
tary and other aid and assistance in their 
power."  In  addition,  the  original  WEU 
members all viewed themselves as seri-
ous about defense in  a way that NATO's 
"footnote nations"  of  Greece and  Den-
mark were not. And the attraction of the 
revivified WEU  to other European states 
that wanted to join it in  order not to be 
left out of  a major  European institution 
gave  the  core  countries  at least  some 
leverage in setting a strong commitment 
to defense as a precondition for m~mber­
ship. 
Germany and France both profess sat-
isfaction with the way the WEU is develop-
ing. Of the larger WEU members, Britain 
remains  the  most  dubious  about  pros-
pects for future development. Prime Min-
ister  Margaret  Thatcher  has  publicly 
warned the French and Germans not to 
get carried away with their planned bilat-
eral  defense  council  and  joint  brigade. 
The Italians, too, want to ensure that the 
WEU  does  not  become  a  cloak  for  a 
French-German "directorate." But, after 
decades of British suspicion about about a 
closer association with the Continent and 
emphasis  on  London's  more  exclusive 
special  relationship  with  the  United 
States, the fact of British participation in 
the WEU is more significant than the res-
ervations. E EUROPE LOOKS l~ 
EUROPE  IS  MOVING 
DOWN THE  PATH 
TO INDEPENDENCE. 
STEPHEN P.  WRAGE 
T
he British military historian, John 
Keegan,  .says  that  the  past  six 
months have shaken the Atlantic 
alliance more gravely than any other pe-
riod in its 38-year existence. Keegan may 
exaggerate; after all, there have been no 
great and damaging political earthquakes. 
No  second Charles de  Gaulle  has with-
drawn his forces from  the alliance.  Yet, 
there have  been some  tremors, and  an 
interesting evolution may  be  occurring: 
The North Atlantic Treaty Organization 
(NATO)  may  be transforming itself back-
ward into the balanced alliance of equal 
partners that was envisioned in  the late 
1940s and early 1950s. 
There was a small tremor when former 
German Chancellor Helmut Schmidt sug-
gested that the Federal Republic of Ger-
many  effectively  put  its  troops  in 
France's hands. In a long letter to the 
West  German  weekly,  Die  Zeit,  he 
argued:  "Now is the time to replace 
the  20-year-old  flexible  response 
strategy  with  a  new  approach-for 
example,  by  massing  sufficient  con-
ventional forces through the integra-
tion of German, French and  Benelux 
troops  under  a  unified  French com-
mand." Spelled out more simply,  this 
comes down to saying "Let's see Eu-
rope  shed  its  nuclear  dependency," 
and is  a step toward "Let's deal out 
the American hand at the table." 
Flexible response is the strategy for 
employing  the American  nuclear  de-
terrent,  so  Schmidt  is  proposing  to 
factor those forces out of the military 
equation.  Further,  he  is  suggesting 
Europe draw the French forces back 
into  the  fold  by  giving  France  the 
supreme  allied  commander's  role, 
which,  of  course,  has  always  been 
filled by an American. This would be a 
strange and new arrangement, yet in 
another sense it is old and familiar. 
It is a revival of the old  European 
Defense  Community,  which  was  practi-
cally a stillborn idea and has been mori-
Stephen P. Wrage is an adjunct professor of interna-
tional relations at Georgetown University's School 
of Foreign Service. 
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bund since 1954. 
The  earth  trembled  slightly  again 
when former French Prime Minister Lau-· 
rent Fabius  declared  that a  nationalist, 
self-sufficient  France should  extend the 
small  nuclear  umbrella  of  its  jealously 
guarded force  de  frappe  to cover  Ger-
many. This, too, is a step toward Europe 
going it alone, since it amounts to spread-
ing the French umbrella where the Amer-
ican umbrella has stood. French nuclear 
forces, though small, are independent and 
free of American control. (They are also, 
in tltese days of U.S. -Soviet negotiations 
over Euromissiles, outside the purview of 
American arms control negotiators.) In-
terestingly, some German spokesmen re-
sponded  to  Fabius'  proposal  by  urging 
that new  seaborne  or airborne  nudear 
weapons be added under joint European 
command. Again,  this is strange, yet fa-
miliar; it is an echo of the old Multilateral 
Force that preoccupied  governments in 
the Kennedy years but was abandoned by 
1964. 
What Fabius, Schmidt and others are 
proposing is to remake NATO in its original 
image. The state of affairs in 1987, after 
all, is hardly what was intended in 1949, 
the year that the treaty was signed. At LIBERALIZING 
TRANS-ATLANTIC 
AIR SERVICES 
SHOULD THE  U.S.  WAIT FOR EUROPE? OR 
IS  NOW THE TIME FOR NEGOTIATIONS? 
DANIEL M. KASPER 
B
y  the  year  2000-and  perhaps 
sooner-a score of large, multina-
tional airlines are likely to provide 
most  of  the  scheduled  airline  services 
between and within developed and major 
(non-communist)  developing  countries 
around the globe.  For an industry that, 
until quite recently,  could  be  accurately 
described  as  a  series  of  protected, 
monopolistic national markets connected 
by  a  set of  similarly  protected interna-
tional  routes,  the  change  will  be  little 
short of revolutionary. 
The reason for the change is clear. The 
powerful  economic forces  unleashed  by 
U.S. airline deregulation and its compan-
ion, the competitive international aviation 
policy,  are  inexorably  forcing  govern-
ments and airlines alike  to accept more 
liberalization than most would have cho-
sen voluntarily. 
Deregulation sharply increased airline 
competition and precipitated major struc-
tural changes in the U.S. airline industry. 
Of  particular  significance  is  the  large-
scale expansion of international services 
by the largest and strongest U.S. airlines, 
which has simultaneously increased U.S. 
carrier competitiveness and, by reducing 
the availability of U.S. airlines to provide 
competitive connections to interior U.S. 
cities, hurt the competitiveness of Euro-
pean  airlines  serving the United States 
market. 
Prior  to  deregulation,  only  two  U.S. 
airlines-TWA and  Pan  Aunerican-pro-
vided  scheduled service to  Europe.  To-
day,  TWA  and  Pan  Aunerican  have  been 
joined by a flock  of other U.S.  competi-
tors. Aunerican Airlines, for example, has 
instituted  nonstop  services  to  London, 
Manchester, Frankfurt, Geneva and Paris 
Daniel  M.  Kasper  is  Director  of  Transportation 
Practice of Harbridge House. From 1979-1983 he 
served as Director of International Aviation for the 
U.S. Civil Aeronautics Board. This article is based 
on his forthcoming book, Deregulation and Global-
ization: Liberalizing Trade in Air Services. 
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from  Dallas,  Chicago  and  New  York. 
Northwest serves Scandinavia,  London, . 
Scotland, Ireland and Germany from Bos-
ton,  New  York  and  Minneapolis.  Delta 
serves Europe from  Atlanta,  Dallas  and 
Cincinnati, while Continental operates to 
Europe  from  Newark,  Miami,  Houston 
and  Denver.  Piedmont's  (now  part  of 
USAir)  recent  introduction  of  London-
Charlotte  service  leaves  United  as  the 
only major U.S. airline without scheduled 
.  E  '  servtce to  urope. 
Plagued  by  small  domestic  markets, 
restrictive international agreements and/ 
or inefficient  airlines,  European  nations 
have  begun  to  liberalize  (reluctantly  in 
many  cases)  their  generally  restrictive 
domestic  and  international  air  services 
regulations in  an effort to replicate  the 
efficiency and competitiveness gains en-
joyed by deregulated U.S. airlines. Many 
are doing  so not because they are con-
vinced of the virtues of competition, but 
:because they view liberalization as essen-
tial to the viability of European airlines in 
an increasingly competitive international 
marketplace. 
Scandinavia  is  a  fascinating  case  in 
point. Mter almost a decade of vigorous 
resistance to U.S.  bilateral deregulation 
efforts,  Norway,  Sweden  and  Denmark 
and their .flag carrier, SAS,  reversed posi-
tion and, in early 1987, proposed a liberal 
"open skies" agreement to  an  incredu-
lous U.S. delegation. 
The  Scandinavian  proposal,  however, 
highlights the dilemma facing the United 
States as  it attempts to respond to the 
pressures for  liberalization turned loose 
by its successful efforts to deregulate air 
services: Under the prevailing regime of 
bilateral agreements, neither the Scandi-
navian countries nor any other country in 
Europe is capable of providing additional 
access for U.S. airlines sufficient to justify 
politically  a  large-scale  opening  of  the 
U.S.  internal market to European carri-
ers.  The  economic  equivalent  of  open 
access to the U.S. market would be open 
access for  U.S.  carriers to  the internal 
European  market.  Even  if U.S.  negoti-
ators obtained legislative authority to ne-
gotiate access to the Aunerican  market, 
no single European government would be 
in  a  position  to  provide  economically 
equivalent access for U.S. airlines. 
It is thus becoming clear on both sides 
of  the  Atlantic  that-for a  variety  of 
economic  and  political  reasons-the 
United States and Europe will eventually 
be forced to negotiate a multilateral air 
services agreement. The key question is 
not whether, but when and how the nego-
tiation and agreement will occur. 
At present, however, both Washington 
and Europe appear content to wait for the 
European Community to "get its act to-
gether," presumably sometime after the 
1992 deadline for an internal E.C.  com-
mon  market in  air services, before pro-willing, they would find it extremely diffi-
cult to get domestic support for  trades 
with  the  United  States that  effectively 
unravelled the (no  doubt)  delicate  com-
promises struck as  part of  the internal 
E.C.  negotiations.  Thus,  by  waiting  for 
Europe, the United States, the Commu-
nity  and  the world  could  be faced  with 
another odious Common Aviation  Policy 
by 1995. 
Third, as the prime mover behind air-
line deregulation and in the broader effort 
to liberalize trade in services, the United 
States should have a strong policy inter-
est  in  advancing  liberalization  in  the 
highly  visible  airline  industry.  Further, 
the  United  States is  institutionally  and 
ideologically more committed to market-
based systems than are many other na-
tions, and its failure to take the lead may 
leave the field to those less committed to 
open markets. 
Finally,  there  is  a  distinct  possibility 
that changes in the world airline industry 
will force governments to accept multilat-
eralism long  before  the deadline  for  an 
internal European common market. Mul-
tinational  airline  consortia  to  provide 
computerized reservations systems are a 
reality today and transnational affiliations 
are not far behind.  SAS and Sabena have 
publicly  acknowledged  negotiations 
aimed at integrating their airline opera-
tions, while  the chairman of Alitalia  has 
announced  that he  is  seeking a merger 
partner,  preferably  European.  And  re-
ports  of  private  (but  widely  acknowl-
edged)  discussions  involving  numerous 
international airlines appear regularly in 
the  trade  press.  Indeed,  among  airline 
executives,  particularly  in  Europe,  the 
coming  era  of  the  "global  airline"  is 
widely viewed as inevitable. Unless gov-
______________  _....., ______________  ..__---1  ernments are prepared to act quickly to 
establish  a  liberal  international  regime, 
events may force the establishment of a 
new regime to accommodate the emer-
gence of multinational global airlines. 
ceeding to major U.S.-European air ser-
vice  negotiations.  In  light  of  the  diff-
iculties of forging  an internal consensus 
among Community members, the protec-
tionist sentiments in  Congress,  and  the 
lack of strong interest by U.S. airlines, it 
is  not  surprising  that  an  increasingly 
"lame-duck"  U.S.  Administration  might 
favor a strategy of "wait-and-see." 
By  failing  to  press  aggressively  for 
liberalization, however, the United States 
may miss, perhaps irretrievably, a major 
opportunity to help shape a more open, 
competitive  worldwide  market  for  air 
services,  a  market  in  which  privately-
owned airlines could be expected to pros-
per.  A decision  to "wait for  Europe" is 
risky for several reasons. 
First, by lessening the economic pres-
sure on  Europe to move rapidly toward 
liberalization,  a  wait-and-see  approach 
strengthens those in Europe opposed to a 
more  open,  competitive  regime  for  air 
services. In  short, without the threat of 
an active U.S. effort to further liberalize 
air services (and  divert traffic from  the 
airlines of illiberal nations), liberalization 
will be slowed not only across the North 
Atlantic but within the European Commu-
nity as well. 
Second,  a  decision  to  "wait  for  Eu-
rope" to attain a common market is al-
most certain to delay U.S.-European lib-
eralization far past 1992 and may make 
European nations less willing  to pursue 
broader liberalization in air services. The 
explanation for this is straightforward. It 
is simply not realistic to expect Europe to 
engage in substantial market  -opening ne-
gotiations with the United States on the 
heels  of  bruising  internal  E.C.  negotia-
tions. And even if the governments were 
If waiting  for  Europe  is  risky,  what, 
then,  can  be  done  to  more  rapidly  ad-
vance  liberalization  in  the  air  services 
sector? The most dramatic and effective 
step would  be  for  the United States to 
invite several of its key aviation trading 
partners (e.g.  Britain,  the  Netherlands, 
Belgium,  Canada  and  the  Scandinavian 
countries) to begin negotiations to liberal-
ize air services between and among them-
selves. 
By  focusing  negotiating efforts on  an 
agreement among an initially small group 
of  nations with competitive airlines and 
market  -oriented  economies,  the  United 
States and other liberal (air services) na-
tions could  establish an  air services re-
Continued on page 45. 
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THE EUROPEAN 
MONETARY SYSTEM 
A FORCE  FOR STABILITY AMONG 
VOLATILE CURRENCY MARKETS. 
S 
ince the European Monetary Sys-
tem (EMS)  came into operation on 
March 13, 1979, the countries of 
the  European  Community  have  had  to 
face a second oil price shock, a sustained 
rise  of  the  dollar  and,  since  February 
1985, a marked fall of the same currency. 
Despite  these  unsettled  international 
conditions, the EMS has satisfactorily an-
swered  its  first  purpose.  This  was  to 
establish  close  cooperation  that  would 
result in  a  zone  of  monetary and  price 
stability in Europe. 
This article first  traces the historical 
context of the EMS and describes its gene-
sis  and  objectives  and  how  it works;  it 
goes on to review the eight years during 
which  the  system  has  been functioning 
and concludes with a reflection on future 
prospects. 
The Treaty of Rome, signed in 1957, 
which  founded  the  European  Economic 
Community, made no provision for a Eu-
ropean monetary zone.  It confined itself 
to setting out certain principles for  the 
coordination of internal monetary policies 
and for exchange-rate policy, and set up a 
Monetary  Committee  with  the  task  of 
formulating  opinions  on  these  matters. 
The creation in 197  4 of the Committee of 
the Governors of the Central Banks com-
pleted these arrangements by setting up 
a framework and a procedure for regular 
consultations among the central banks of 
the Community. 
The fact that the Treaty of Rome has 
no specifically monetary aspect is hardly 
surprising, if one remembers the prior-
ities of the E. C. at its inception-customs 
union, common agricultural market, com-
petition rules, free circulation of persons, 
services and capital and so on-and the 
international monetary climate of the day, 
with a system of fixed exchange rates set 
up by the Bretton Woods agreements. 
The success of the "common market" 
and  the  interdependence  that  followed 
from it, as well as the "growth in stabil-
ity" of the world economy in the 1960s, 
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helped foster  the ambition  to bring the 
countries of Europe still closer together, 
partially in  the economic  and  monetary 
sphere. 
From the "snake" (1972-1979) to 
the EMS 
The Hague conference of Heads of State 
or Government of the European Commu-
nity, held in December 1969, saw a com-
mitment in principle and a new beginning. 
During  that  meeting,  the  idea  was 
launched  of achieving,  in  stages,  Euro-
pean economic and monetary union. The 
details of this union were spelled out in 
1970, in the Werner Report (called after 
the chairman of the group of leaders, the 
head of the Luxembourg Government). In 
the monetary field, the union was to lead 
to: 
• The institution of a single E. C. currency 
or at least the total convertibility of Euro-
pean currencies and irreversible fixing of 
their exchange rates; 
•  The transfer to  E.C.  level  of  various 
national  competences  in  monetary  and 
credit policy. 
The first stage of this pr<>ject began at 
the  beginning  of  1972.  It consisted  of 
restricting to approximately 2.25 percent 
the margin of fluctuation between Euro-
pean  currencies.  The currencies  would 
remain linked to the dollar, with a similar 
margin.  This  system  gave  rise  to  the 
image  of  the  "snake  in  the tunnel."  A 
European  Monetary  Cooperation  Fund 
(EMCF)  was  set up,  destined  to  be  the 
embryo of a European central bank.  To 
begin  with,  the  EMCF  had  the  task  of 
managing  the exchange  mechanisms  of 
the  "snake"  and  its  various  credit  ar-
rangements. 
The first stage met with little success. 
The collapse  of the Bretton Woods  sys-
tem, the energy crisis and the recession 
prevented its aims  from  being  realized: 
There was not sufficient political will  to 
form  a  united  front  to  cope  with  the 
difficulties. The "snake" was first uncou-
pled from  the floating  dollar,  then aban-
doned by several important member cur-
rencies.  It wound  up,  against a general 
background  of  floating  currencies,  as  a 
mere German-mark zone,  comprised  of 
the German mark along with the curren-
cies  of  the Benelux  countries and  Den-
mark. 
It was from this abortive exercise that 
the EMS took over in March 1979. 
Genesis of the EMS 
When the Bretton Woods system disinte-
grated in  1973,  there were  many  who 
welcomed  the  advent  of  floating  ex-
change rates. They believed that market 
forces would make for automatic adjust-
ment of each country's external account: 
Where there was a trade imbalance be-
cause of excessive export prices, depreci-
ation of the national currency would fol-
low,  due  to  the  fall  in  demand  from 
foreign  importers.  This  depreciation 
would boost exports and reduce imports, 
thus  restoring  the  balance  of  external 
trade. An  important consequence would 
be that floating exchange rates, by neu-
tralizing  the  external  constraint,  would 
allow each country greater autonomy in 
the conduct of its general economic pol-
icy. 
Events,  however,  did  not  live  up  to 
these  expectations.  There  were  many 
reasons: 
• The increasing international division of 
labor,  which  has  led  to  an  ever  more 
marked specialization of national econo-
mies, so that an exchange-rate variation 
does not always have the anticipated ef-
fect on imports and exports; 
• Competitiveness, which is a matter not 
solely of price but also of quality and of 
meeting demand; 
• The greater mobility of capital in search 
of  profitable  investment,  which  meant 
that capital flows  became less and less a 
simple  reflection of movements of  mer-
chandise. 
The floating of currencies, far from link-
ing  exchange-rate  trends  coherently  to 
fundamental trends in  the economy,  has 
encouraged erratic flows of capital. It has 
thus given  rise to exchange-rate move-
ments unconnected with underlying eco-
nomic  realities,  a phenomenon that has 
stimulated inflation and impeded growth. 
A~  European level, there was a gradual 
recognition  of  the  risk  and  the  cost  of 
such an arrangement for the countries of 
the E. C., economically integrated as they 
were: Their trade with each other repre-
sented more than half of their total exter-
nal trade. 
The initiative for a European monetary The European Council summit meeting on March 12,  1979, in Paris gave the final green light to the European Monetary System. 
revival  based  on  the EMS  was  taken by 
Roy Jenkins,  then President of the E.C. 
Commission,  in  a speech in  Florence in 
October 1977. The subsequent negotia-
tions  spread over four  European  Coun-
cils, during which the Heads of State or 
Governments of the E.C.  made  incr~as­
ingly  precise  political  commitments. 
They  took  the  decision  in  principle  in 
April1978 and asked the European insti-
tutions  to  study  the  machinery for  the 
system. In July of the same year, in Bre-
men, in the Federal Republic of Germany, 
they agreed on  the broad lines;  on  De-
cember 5, 1978, they adopted the Brus-
sels resolution, the charter of the EMS, on 
the basis of which were concluded agree-
ments  among  the  central  banks  who 
would organize the details of its applica-
tion.  Finally,  on  March  12,  1979,  they 
gave  the green light  for  the  system to 
begin operating. 
The purpose of the EMS 
The aim  of  the system is  to  "establish 
closer monetary cooperation leading to a 
zone  of  monetary  stability  in  Europe." 
This desire for stability applies first of all 
to exchange rates between E.C. curren-
cies. However, it does not end there. The 
stabilization being carried out is part of a 
wider  strategy that also  involves  over-
coming  inflation,  as the achievement  of 
both external and internal stability is con-
sidered essential for a growth policy. 
The EMS is a joint effort to overcome 
the  constraints  resulting  from  the  de 
facto interdependence of European econ-
omies, and is based on the parallel needs 
for  exchange-rate  stabilization  and  for 
convergence of  economic and  monetary 
policies: the one supports the other. 
H the EMS is therefore essentially eco-
nomic  in  inspiration,  it  is  still  linked  in 
some  of  its  aspects  to  the longer-term 
aim  of  European  monetary  integration. 
That is  what emerges particularly from 
the intention, expressed in  the Brussels 
resolution, to consider the system being 
instituted as transitory and to consolidate 
its  various  elements  two  years  later: 
There was  to be a European Monetary 
Fund  to  take  the place  of  the EMCF,  as 
well as full use of the European Currency 
Unit (ECU) as a reserve currency. 
This  objective  is  made  clear  in  the 
Single Act modifying the Treaty of Rome, 
DECEMBER  1987  23 which was signed in Luxembourg on Feb- ing  the  one  that  is  at  its  floor.  When  The record to date 
mary 17, 1986. It inserts into the treaty  exchange rates reach the limits, the ob- After a difficult beginning, the EMS today 
an  affirmation  of  the  will  to  build  an  ligation to intervene is unlimited. That is  constitutes a valuable achievement in the 
economic and  monetary union  and  con- why support is provided through a mech- process of building Europe, with positive 
firms  the  aim  of  the  E.C.  to  make  anism  for  very short-term financing.  A  effects for all to see. Nonetheless, there 
progress in  the  monetary field,  relying  central  bank  that  has  to  support  its  are a number of shortcomings that cloud 
mainly on the EMS and the ECU.  money  by  buying  it  with  another  EMS  the picture. 
currency has unlimited credit to borrow  The  establishment  of  a  zone  of  ex-
How the EMS works  that currency through the EMCF and are  change-rate stability is  the most visibly 
The EMS  is  composed of three elements  denominated in ECU.  ECU reserves can be  positive effect of the EMS.  Although  the 
that complement each other: the ECU, the  used for paying off the loans.  system  began  in  particularly  troubled 
exchange-rate mechanism and the titian- Apa!1 from these exchange-rate limits  monetary  and  economic  circumstances 
cial solidarity mechanisms.  and  the  binding  obligations  they  imply,  (the  rise  of  the  dollar,  the  second  oil 
The ECU. This is the central element  the  exchange-rate  mechanism  has  an- crisis), so that its economic result varied 
of the system. It is a monetary unit, the  other component,  known  as  the "diver- at first,  it has managed to work and to 
value of which is calculated as a "basket"  gence indicator," which acts as an early  provide for  realistic management of ex-
of set amounts of each E. C. currency (see  warning  signal.  The  indicator  is  calcu- change  rates.  Despite  seven  realign-
box). The ECU fulfills four functions, being  lated for each currency on the basis of the  ments between March 1979 and  March 
used:  maximum  permitted  gap  between  its  1983, variations in exchange rates among 
• for fixing central rates in the exchange- market rate against the ECU and its cen- European  currencies  have  been  much 
rate mechanism;  tral rate.  When  a  currency crosses  its  less than their fluctuations against other 
• as the unit of reference for the diver- divergence  threshold,  the  country  in  currencies (the difference  is  more  than 
gence indicator of the same mechanism;  question is  supposed  to  take corrective  50 percent). In addition, a consensus has 
•  for  denominating  creditor and  debtor  measures. As it is a matter of action being  gradually emerged on the need to aim at 
balances resulting from the obligation to  presumed,  the element of  constraint is  stabilization  of  prices.  The  result  has 
intervene in E.C. currencies; and  less than in the case of the exchange-rate  been a greater convergence of economic 
• as a reserve instrument and means of  limits and need not involve intervention in  policies,  which  explains why  there have 
settlement among  central  banks  in  the  the money market.  been  only  three  monetary  alignments 
EMS.  The credit mechanisms. With  the  since 1983 Ouly 1985, April and August 
The first  three functions  will  be  dis- establishment  of  the  EMS,  three  credit  1986), of which two concerned only one 
cussed  in  the following  section  on  the  mechanisms created between 1970 and  EMS currency. 
exchange-rate mechanism. In its role as a  1972 were strengthened in  order to fa- Of course, there are still divergences in 
reserve instruemtn, the ECU is issued by  cilitate  the  operation  of  the  exchange- interest rates among the currencies par-
the  European  Monetary  Cooperation  rate mechanism and  help with financing  ticipating  in  the  exchange-rate  mecha-
Fund  to  the  EMS  central  banks,  in  ex- for balance-of-payments deficits:  nism, illustrating the need to continue on 
change for  deposits by  them of  20 per- • Very  short-term financing.  As  already  the road to convergence. Inflation rates 
cent of their gold reserves and 20 percent  mentioned, its purpose is to finance oblig- have,  however,  been  greatly  reduced, 
of  their dollar  reserves.  The amount of  atory  intervention  in  E.C.  currencies.  falling  on  average  for  the  participating 
ECU created as a result is adjusted every  Very short-term financing  consists of an  countries from  12 percent in  1980 to 5 
three months to take account of changes  unlimited  credit line  that central  banks  percent in 1985, with less than 4 percent 
in the level of gold and dollar reserves and  participating in the exchange-rate mecha- anticipated in  1986. In the same period, 
of  variations  in  the  ECU  price  of  these  nism  open  to  each  other,  in  their  own  the average divergence from the lowest 
assets. In July  1986, total ECU  reserves  currencies. The amounts drawn are ex- inflation  rate  has  gone  down  from  6.2 
were 43,000 million.  These ECU  can be  pressed in  ECU  and  registered with  the  percent to 2.8 percent. At the same time, 
used, within agreed limits, for settling the  EMCF and carry interest. This financing is  major efforts have been made to reduce 
debts  incurred  by  central  banks  in  the  of very short duration (  45 days after the  public spending and government deficits, 
operation of the EMS.  end of the month), but it can be extended  particularly  in  Denmark,  Belgium  and 
The  exchange-rate  mechanism.  for three months subject to certain condi- France,  making  for  lower  real  interest 
Each currency participating in the mech- tions and limits. With the consent of the  rates and improvements in  current hal-
anism has a central rate against the ECU.  creditors  a  second  extension  of  three  ances of payments. 
These central rates can be "realigned" if  months may be obtained.  There  is  hardly  any  doubt  that  this 
necessary,  by  mutual agreement of  the  • Short  -term monetary support. This is a  favorable  development  is  due  in  large 
participating  countries.  From  the  ECU  system of mutual credit for all the central  measure to a deliberate and determined 
central rates are calculated bilateral cen- banks  of  the  E.C.;  it  was  increased  in  decision to make exchange-rate stability a 
tral rates for each currency against each  volume and in duration on the creation of  priority, or that the disciplines of the EMS 
of the other participants.  By  allowing  a  ·the  EMS.  The  amounts  available  under  have contributed to the necessary adjust-
margin of approximately 2.25 percent of  this heading at the moment come to more  ments in economic policies. The ministe-
these bilateral central rates (about 6 per- than 14 billion ECU. The initial loan period  rial meetings at which monetary "realign-
cent for the Italian lira), "floor" and "ceil- is three months, but it can be extended to  ments"  are  decided,  have  gradually 
ing" rates are set. These are the limits  a total duration of nine months.  acquired a special importance: They are 
within which central banks are obliged to  •  Medium-term financial  assistance  is  a  occasions for an examination in depth of 
maintain the currency by  the means at  system of mutual credit that E.C.  mem- the general economic situation and of the 
their disposal, primarily by intervening in  her states can grant each other for two to  accompanying measures plannea by  the 
the money market in E.C. currencies. In  five  years.  The credit available  was  in- country that has  taken the initiative  in 
practice, this means selling the currency  creased when the EMS was set up and now  demanding a change in central rates. 
that has reached its ceiling rate and buy- stands at more than 11 billion ECU.  However,  analysis  of  the working  of 
24  EUROPE beyond the central banks of the Commu-
EUROPEAN CURRENCY UNIT GAINS FA  VOl'  nity.  Central banks of third countries, as 
well  as  international  monetary  institu-
tions, can ask for  "other holders" status 
MYRA MACDONALD  with  the  EMCF.  This  enables  them  to 
Ultimately, the E.C. would need a Eu- acquire  ECU  on a  temporary basis  from 
T he  European  Currency  Unit  ropean  central  bank,  proposed  by  banks within the EMS. 
(ECU), an exotic currency without  French President Fran~ois Mitterrand 
coins or banknotes that some people  in October, to issue ECU and take some  Private use of the ECU 
think is a rare bird or a football star, is  control over European monetary poli- There is one more positive and promising 
emerging in these days of shaky mar- cies, some bankers say.  phenomenon  to  be  mentioned:  the  in-
kets as a potential economic lifeline for  Used alongside national currencies,  crease in  private use the ECU.  The exis-
Western  Europe.  With  the  dollar  the ECU would be ideal for tourists and  tence and success of the EMS have encour-
crumbling and faith  in  the u.s.  eco- business travelers tired of sorting out  aged commercial banks and other private 
nomic leadership shaken by  the Wall  French francs from German marks as  operators to make steadily greater use of 
Street Crash, some bankers are push- they travel from  country to country.  the ECU in Europe and elsewhere. As well 
ing the ECU as the lynchpin of an inte- And as the E.C.  moves to tear down  as  being  used  more  for  monetary  and 
grated European economy. Visionaries  trade  barriers  by  1992,  it  could  be  financial purposes (bond issues, bank de-
who believe in a United States of Eu- increasingly  used  by  multinationals  posits  and  credits,  travelers'  checks, 
rope say the ECU, a notional medium of  and companies with business in more  etc.),  the  ECU  has  started  to  make  a 
financial  transaction,  should  become  than once E.C. country.  breakthrough in commerce as a currency 
the common currency in the European  But to become a common European  for  invoicing  and  payment.  The  rapid 
Community, a rival to the dollar and a  currency, it must overcome fierce re- growth of  the various  segments of  the 
safeguard against today'  s volatile for- sistance  from  national  Governments  private market fdr the ECU  has led to a 
eign-exchange movements.  and central banks which fear any de- substantial  increase  in  ECU  exchange 
Senior Japanese bankers have been  cline  in  their control  over  economic  transactions, both spot and forward. The 
pushing the ECU  as a major currency  policy.  "If we  are going  to abandon  ECU  has  developed  into  an  instrument 
that could be used instead of the yen as  part of our monetary policies, we need  that, in its private uses, has the working 
an alternative to the dollar. "National- guarantees that this comes at a time of  characteristics  of  a  currency  (legal 
ists who  balk  at the idea of  the ECU  economic  convergence  and  coope1ra- tender, a means of payment and preserv-
supplanting  their  own  currencies  tion," said one senior central banker  ing  assets)-at  least  in  international 
should realize European banks already  who declined to be identified.  transactions.  This  development  is  re-
have more than $900 billion on their  Outside the financial  markets, it is  fleeted in the recognition of the ECU as a 
books,"  a  Member  of  the  European  used primarilty by institutions like the  currency by the monetary authorities of 
Parliament,  Fernand  Herman,  said.  E. C. and in such items as ECU travelers  the E.C.  (with one exception at the mo-
"Substituting ECUs  for  dollars  would  checks and  planned ECU  credit cards.  · ment) and of a growing number of third 
be one way of restoring European in- With  no  coins or banknotes, there is  countries. 
fluence."  little public  knowledge of a currency 
But what exactly is  the ECU?  In  a  that might one day become the central  Prospects 
recent  survey  by  a  British  travel  part of economic policies that decide  Although  there was nothing easy about 
agent, puzzled Britons said it was ei- whether people have a job, a pay raise  the building of the EMS,  its progress re-
ther a South American bird, a Belgian  or a welfare service.  port is positive, both in terms of economic 
soccer player or a relative of the flight- results-approximation of  price  trends, 
less Australian bird, the emu. The ECU  exchange-rate stability-and in terms of 
is  an  artificial  currency  created  by  Myra Macdonald reports from Luxembourg  its operating efficiency, where experience 
bundling together 10 E.C. currencies.  for Reuters.  has made for  improvements. Thanks to 
the EMS,  as  Commission  President Jac-
the EMS also highlights some deficiencies.  payment,  allowing  in  certain  cases  the  ques Delors has said, "it has been possi-
The purpose of  the system is  to group  payment in ECU of more than 50 percent  ble  to  maintain  an  open  trade  system 
together  all  the  E.C.'s  currencies;  the  of  a  settlement under  very  short-term  within the European Community.'' 
non-participation  of  sterling  in  the  ex- financing.  There  is  still  a  long  way  to  go  to 
change-rate mechanism affects the func- • An  improvement in  the return on the  economic and monetary union in Europe, 
tioning of the EMS, particularly by imped- ECU.  Previously this had been based on  the long-term objective confirmed by the 
ing its internal development and reducing  official bank rates. Now it is the weighted  revised treaty. Progress toward that end 
its  attraction  for  third  countries  that  average  of  the money-market rates for  will depend particularly on the completion 
might be interested in  being associated  the component currencies.  of the big internal market, envisaged for 
with it. There is also the lira, which still  •  The  introduction  of  a  mobili~~ation  1992, in which goods, services and capital 
avails of a 6-percent margin of fluctuation  mechanism. This allows a central bank in  will circulate freely. The Commission has 
and  is  thus  less  subject  to  the  policy  need of currency for intervention to raise  made  proposals  in  this  regard  and  will 
constraints that go with EMS membership.  ECU temporarily against the dollar or E. C.  continue to do so. 
currencies.  These  currencies  are  sup- At the same time, as the EMS  has be-
The improvements of 1985  plied by other member countries through  come,  in  President  Delors'  words,  the 
A number of measures were adopted in  the EMCF.  The mechanism facilitates the  principal  "operational route for  conver-
June 1985 to improve the working of the  financing of interventions when they take  gence," it is clear that its reinforcement 
EMS.  They related to:  place within the fluctuation margins.  will be essential for pressing forward with 
•  A  certain relaxation  of  the  rules  for  •  The widening  use  of  the  official  ECU  the building of Europe. 
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B 
oosted by the commercial success 
of the rocket Ariane and the tech-
nical  success  of  the space-based 
laboratory Spacelab, officials of the Euro-
pean Space Agency (ESA) adopted a long-
range plan in early November that they 
said  would  lead  to  "full  autonomy  in 
space" by the end of the century. 
Meeting in The Hague on November 9 
and 10, Government ministers from the 
13 member states of ESA (plus Canada and 
Finland,  with  the  E.C.  Commission  ob-
serving)  adopted  plans  to proceed with 
three key projects which have been under 
discussion for over two years. Some $3.7 
billion  was  allocated  to  the  Columbus 
space module project (part of the planned 
U .S.-led  international  space  station 
project), about $4.4 billion  for  the Her-
mes space shuttle and $3.5 billion for the 
new Ariane V rocket, designed to launch 
the Hermes shuttle. 
Europe's  space  officials  have  spent 
more than two years working out detailed 
plans for providing Europe with a space 
program that would give it independence 
from  the United States.  Planning  exer-
cises were given a green light in January 
1985,  but  two  factors  have  since  then 
made  a  number  of  ESA  member  states 
reluctant to commit themselves to financ-
ing all three development programs. One 
is the fact that the cost estimates for each 
have  increased  considerably  since  the 
Rome meeting. The second is that contin-
ued economic  problems have  made  the 
countries wary of significantly increasing 
their financial commitments to the devel-
opment of new technologies that the fu-
ture space plans, even without the larger 
cost estimates, would have required. 
Despite the rise in spending, however, 
Europe will still be lagging behind in both 
overall and per capita spending on space 
by both the United States and Japan, ESA 
officials noted after the meeting. Europe 
will be spending only 40 percent of the 
American per capita level, and about 66 
percent of what Japan spends. 
Despite the success of the meeting at 
The Hague, there had been ample warn-
ing  that it was  not going to be an easy 
one.  In October,  British Prime Minister 
Margaret Thatcher had  announced that 
the United Kingdom  was  not  prepared, 
for the time being, to make any increase 
in the $190 million a year that it currently 
allocates  to  space  research  (a  decision 
that prompted the resignation of the di-
rector of the British National Space Cen-
ter, former ESA director-general Roy Gib-
son). 
David Dickson is European correspondent for  Sci-
ence. The  German  Government  had  also 
been blowing cool. Two weeks before the 
meeting,  a  spokesman  for  the  German 
Research  Minister,  Heinz  Riesenhuber, 
had  said  that his  Government  -despite 
intensive  wooing  by  French  President 
Fran<;ois  Mitterrand-was not  yet pre-
pared to commit itself to providing the 30 
percent  of  the  Hermes  budget  that 
France had been hoping for (and which it 
finally agreed to). 
The outcome of the ministerial meet-
ing, therefore, was a source of gratifica-
tion  to  the  ESA  officials,  who  felt  they 
received a clear political endorsement of 
a  program  that would  eventually  allow 
Europe to compete with the two super-
powers in  all  areas of  space activity.  It 
was also welcomed by the European aero-
space  industry,  which  had  been  vigor-
ously pushing for a major expansion in the 
European  space  program  and  eagerly 
producing preliminary designs for each of 
the major three items in it. 
Of  the  three  programs,  Ariane  V  is 
now most firmly on the rails. Confidence 
in  the  basic  Ariane  design,  developed 
under the leadership of France's National 
Center for Space Studies (CNES), was re-
stored in September wh~n two satellites 
were  successfully  launched  after  a  16-
month  hiatus.  The  delay  had  been  re-
quired to diagnose and cure a fault in the 
third-stage ignition system, which had led 
to the failure  of  the previous launch  in 
May 1986. 
So far, four models of Ariane have been 
developed, the latest-Ariane IV-being 
capable of lifting loads up  to 4,200 kilo-
grams and  now  due  for  its first  launch 
toward the end of this year. According to 
Arianespace, the company responsible for 
supervising  the  launchers'  commercial 
operations, Europe can boast of launching 
one-half of  the free world's commercial 
satellites. 
Ariane V,  for which a special new en-
gine  using  liquid  hydrogen  and  oxygen 
fuel is being developed, will almost double 
the  launch  capability,  with  a  maximum 
load of 10,000 kilograms. This capability 
will be necessary, it is argued, to place in 
orbit the Hermes reusable space shuttle 
as well as  a new generation of telecom-
munications satellites expected to come 
into operation in  the mid-1990s. France 
will be providing 45 percent of the devel-
opment costs for Ariane V,  Germany 22 
percent,  Italy  15  percent,  and  varying 
amounts from  the other member coun-
tries. 
Technical plans for Columbus are also 
well  advanced.  According  to  current 
thinking, this will eventually incorporate 
several  separate components:  a  labora-
tory module permanently attached to the 
space station being  planned  by  the  Na- moted by France's space community as a 
tional Aeronautics and Space Administra- way of developing Europe's capability for 
tion (NASA); an autonomous "man-tended  manned  space  flight.  As  such,  France 
free flyer" based on the same laboratory  claims that Hermes is  an essential step 
module;  a polar-orbiting platform, to be  toward  giving  Europe  its  autonomy  in 
operated from the space station; and a co- space. "It is clear to everyone that Her-
orbiting polar platform designed primar- mes and Columbus must be thought of as 
ily for earth observation.  a single package," says Frederic d'  Allest, 
Several  uncertainties,  however,  still  director of CNES, who argues that prelimi-
remain. ESA and NASA,  for example, have  nary technical designs for the mini-shut-
not yet been able to reach agreement on  tie "have already proved that it will  be 
the terms under which  European scien- able  to  service  unmanned  space  sta-
tists would be given access to the space  tions." 
station, and concerns have grown in Eu- A total of $30 million has already been 
rope that this access may be restricted if  raised from several countries for prelimi-
the Department of  Defense  retains  the  nary design work on  Hermes, and con-
right (as it is currently demanding) to use  tracts have been signed with a number of 
the space station for military research.  major aerospace companies. Two French 
There is also continued uncertainty in  manufacturers-Avions  Dassault-
Washington over the status and timing of  Breguet and Aerospatiale-will share the 
the space  station within  NASA's  budget,  leadership  of  the  Hermes  project,  the 
with  both  Congress  and  the  Office  of  former being responsible for the aeronau-
Management and Budget asking probing  tical engineering and the latter for overall 
questions about the agency's plans. Be- project coordination. France will be pro-
fore these issues are resolved, it is diffi- viding about 45 percent of the funding. 
cult for European Governments to know  Although Britain has long expressed its 
what they are com  reservations  about  - The Ariane rockets are launched from from 
mitting  themselves  the Guiana Space Center at Kourou.  making a major com-
to  in  joining  the  mitment to  manned 
project.  space flight, continu-
Finally,  Britain's  ing to maintain that 
decision  not  to  in- most tasks in  space 
crease its space bud- >-can  be  equally  well 
get could also have a  ~carried out by auto-
significant impact on  ~mated robots,  the 
Columbus.  Previ- ~project  should  go 
ously,  Britain  had  ahead without prob-
been  expected  to  lems.  It is,  in  fact, 
contribute about  15  oversubscribed,  ac-
percent of the provi- cording  to  the  ESA, 
sional  $3.7  billion  ~th over  100  per-
OFFICIALS APPROVE ·FUNDING FOR THE 
COLUMBL!S SPACE MODULE PROJECT, THE 
HERMES  SPACE SHUTTLE AND THE 
NEW ARIANE V LAUNCHER. 
budget for  Columbus (the same propor-
tion  as  it  has  already  provided  to  the 
initial planning stages); in return British 
Aerospace was tipped as the most likely 
contractor for the polar platform. 
Both decisions have now been put back 
on the drawing board by Thatcher's re-
fusal to contribute to the increased bud-
get being demanded. The meeting at The 
Hague agreed that the ESA member states 
would make a definite commitment to the 
attached laboratory module as part of the 
U.S. space station. But before this issue 
can  be  resolved,  the final  shape  of the 
entire Columbus package remains unre-
solved. 
The future of Hermes, however, ]ooks 
brighter than it did  several weeks  ago. 
The mini-shuttle  has  been eagerly pro-
cent of its needed funding. 
Germany,  which  is  more  enthusiastic 
than Britain about the principle of Her-
mes,  is  concerned  about  the  predicted 
balance between costs and performance. 
Modifications  to  the original  design  re-
sulting from the Challenger accident, for 
example, have reduced the crew that can 
be carried from six to three, and have also 
increased the weight (so that Hermes will 
no longer be able to enter a polar orbit). A 
German recommendation that the target 
launch date be moved back from 1995 to 
1996-1997 was accepted at the meeting 
at The Hague. 
Part of France's concern over Hermes 
has  been  its  awareness  that  both  the 
United Kingdom and the Federal Repub-
Continued on page 46. 
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EUROPE PLANS NEW 
PROGRAM TO 
ATTRACT AMERICAN 
TOURISTS 
CARLO RIPA DI MEANA 
L 
ast year, with 137 million  tourist 
arrivals, the 12 member states of 
the  European  Community  were 
host to 60 percent of Europe's total visi-
tors,  or  twice  the  number  of  visitors 
welcomed in both American continents. 
The magnitude of this flow of visitors led 
the E.C.  to recognize clearly the emer-
gence of tourism as the first and foremost 
industry in Europe today and the need to 
give  it all  the attention it deserves.  In 
other terms,  as  far  as tourism  is  con-
cerned, the E.C. means business. 
It  should  be  clear,  however,  that  a 
substantial part of this business is of di-
rect concern to Americans: One-third of 
foreign destinations visited by Americans 
are within the Community.  Expenditure 
by American visitors last year accounted 
for  8  percent of  the E.C.'s outstanding 
tourist receipts of $55 billion from extra-
and intra-E.C. foreign visitors, a sizeable 
figure  when compared with the United 
States' $13 billion  in  receipts from for-
eign visitors. 
It is not surprising, therefore, that the 
Community decided last year to join the 
European Travel Commission (ETC) in its 
39-year-old crusade to bring to the Amer-
ican  public  specifically  a  continued  re-
minder of our common heritage, common 
interests  and  the  unique  environment 
that  Europe  provides  to  culture-con-
scious,  travel-oriented  Americans.  This 
new collaboration with the ETC began last 
winter  with  a  specific  E.C.  advertising 
campaign to promote 12 European des-
tinations in major U.S. daily newspapers. 
It will be continued next spring with in-
serts in some of the leading magazines, 
where further information and free litera-
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ture will be offered to American readers, 
such as  the booklet,  "Traveling in  Eu-
rope," which will soon be made available 
to American travel agents. 
Since the 12 countries' appeal relies on 
the sarp.e  basic arguments and historical 
ties  as  the  whole  of  Western  Europe, 
similar  layouts  and  contents  help  to 
broaden the base for  the  "Welcome to 
Europe"  campaigns  and  image-building 
that the ETC has been steadily developing 
for  four  decades  in  the complex  North 
American market. Continuously growing 
'  exchanges with Europe should not hide 
the  fact,  however,  that  in  spite .of  its 
tremendous potential,  c\s  far  as  we are 
concerned, this market is still in the early 
stages  of  development,  since-only  2.5 
percent of U.S. citizens cross the Atlantic 
each year at the present record level. 
We  in  the  E.C.  feel  very  concerned 
with this growth potential of trans-Atlan-
tic travel, as it is bound to have a substan-
tial impact on our economic situation in 
the  future.  Six  percent  of  our  overall 
gross national product in the E.C. comes 
from tourism-a percentage very similar 
to the U.S. figure-with half of it being 
the result of domestic tourism within E.  C. 
member states, and the other half pro-
duced by international travel. As much as 
8 percent of private consumption in the 
E.C. goes to tourism, making it the lead-
ing industry in our part of the world, and 
calls no  doubt for further development. 
Tourism  also  affects  employment  to  a 
large extent: the 7.4 million persons em-
ployed  in  connection  with  tourism  ac-
count  for  6  percent  of  the  total  work 
force, a similar percentage to the United 
States' 7 percent. 
The E.C.  attaches great value to the 
continued development of trans-Atlantic 
travel and intends to take all  the neces-
sary measures to provide adequate guide-
lines for development within the harmo-
nized  internal  market  scheduled  for 
completion  by  1992.  As  a  result  of 
progress made so far toward that objec-
tive,  we  already know  for  certain that 
within five years the E. C. will have practi-
cally cancelled all forms of international 
barriers, all  types of controls within the 
12 nations' boundaries, thus opening the 
way to easier travel for  visiting Ameri-
cans, within harmonized, liberalized and 
internationalized surroundings. 
For hundreds of thousands of entrepre-
neurs  of  the  sector  the  E.C.  provides 
freedom  of  establishment,  freedom  to 
provide  services  and  freedom  to move 
capital in all member countries. By 1992, 
the  few  remaining  problems  will  have 
been eliminated and these freedoms will 
be complete. Unhindered competition in a 
market of  320  million  people  will  cer-
tainly be a challenge, and an opportunity 
for  growth for  thousands  of small- and 
medium-sized enterprises of the sector. 
All this is, of course, not automatic, and 
many  efforts  lie  ahead  for  public  and 
private operators in this sector. But we 
are sure of one thing: We have no choice 
but to succeed, since the date of 1  anuary 
1, 1993, is imperative for the opening of 
the unified European market. 
In the meantime, this gives Americans 
the certainty that the E.C. will be doing 
all in its power to ease and to increase the 
privileged  relationship  that already  has 
made us the foremost partners in world 
tourism. 
Carlo  Ripa  di  Meana  is  the  E.C.  Commissioner 
responsible  for  institutional  questions,  problems 
concerning  a  Citizen's  Europe,  information  and 
communication policy, cultural affairs and tourism. Siuglc?  issue 
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USA, Central and South America: Fairview Park, Elmsford, New York 10523, USA MARINO DE MEDICI  Socialist Prime Minister to "pass the ba- publicans (PRI) got 3. 7 percent, compared 
ton"  to  a Christian  Democrat,  claiming  to 4.1 percent in 1983; the Social Demo- s 
tereotypes  notwithstanding,  the  that  the  two  parties  had  reached  an  crats  (PSDI),  who  registered  3 percent, 
Italian economy is healthy and ex- agreement  for  a  transfer  of  power  in  were  down  from  4.1  percent;  and  the 
panding  at a rate of 3 percent in  Liberals (PLI)  held  on  to a slim share of 
1987,  which  is  better  than  any  of  its  THE  ITALIAN  2.1  percent,  down  from  2.9  percent. 
European partners. However, not unlike  ECONOMY IS  These three lay parties paid the price of 
many  healthy  Italians  who  claim  to  be  their association in the Government. The 
suffering  from  all  sorts  of  "liver  ail- EXPAND I  N  G AT A  feud  between  the  Christian  Democrats 
ments," it does have a subtle affliction- RAJE  OF 3 PERCENT  and the Socialists polarized the election, 
the  so-called  ftnanza  pubblica.  This  is  weakening  the  junior  members  of  the 
the  Italian  version  of  that  devastating  IN  1987  WHICH  IS  Government.  One  unforeseen  develop-
American disease known as the "federal  '  ment was  the emergence in Italy of the 
deficit."  BETTER THAN ANY  Green Party, which garnered 2.5 percent 
Italy is  a nation that defies  economic  OF  ITS EUROPEAN  ofthevote-givingthemonesenatorand 
laws:  It  offers  a  host  of  ambiguities,  13 deputies. 
contradictions and "subterranean" deals,  PARTNERS.  But the "big news" of this election was 
while  at  the  same  time  producing  real  the sharp decline of the Italian Commu-
wealth in  terms of economic  well-being  Italian fashions are world famous.  nist Party. Their march of progress had 
for its citizens. In fact, Italy is a  been  slow  but  steady  for  30 
country with a modern system of  years. Mter receiving 18.9 per-
production,  with· satisfying  in- cent in  1946, the PCI  soared to 
come levels and a debt ratio that  the sensational level of 33.4 per-
is  one  of the lowest among the  cent in  1976. The Italians, who 
industrialized countries. The na- love  automobiles,  said  that the 
tion's index of savings,  by fam- PCI had "filled up." The Commu-
ilies as well as corporations, puts  nists,  who  were  somewhat 
the  country  at  the  top  of  the  shocked  themselves  by  their 
international scale.  And,  finally,  electoral  advance,  could  boast 
of no small import are its quali- that finally  Italians wer-e  begin-
tied-and creative-work force  ning  to  understand  the leading 
and a great gift for enterprise.  role of the Communist ideology 
This  description  of  the  in modern Italian society. It was 
healthy economics of Italy is by a  heady  wine,  but  the  "morning 
man  who  should  know-the  after"  was  closer  than  many 
Governor  of  the  Bank  of  Italy,  Azeglio  early  1987  in  order to  prepare for  the  people  thought  possible  at the  time.  In 
Ciampi.  Ironically,  this is  the same  man  1988 election.  1979, the PCI began its long march back-
who spends a great deal of time complain- Craxi conceded that there was such an  ward  by  slipping  from  34.4  percent  to 
ing, publicly and privately, about the mas- agreement, but denied that it was a bind- 30.4 percent of  the  vote.  And  again  in 
sive  public  debt,  which  is  anything  but  ing one, and he stressed the advantages  1983,  in  spite  of  its  confusion  with  a 
manageable at its current level of close to  for the country at large to continue with a  proletarian  left  splinter  group,  the  PCI 
100  percent  of  gross  national  product  Government  that had  brought about  an  dropped  below  30 percent to  29.9  per-
(GNP).  As to the causes of this persistent  unprecedented measure of stability. The  cent. The local elections gave testimony 
affliction,  the  head  of  the  central  bank  confrontation  had  reached  a  stalemate  to  the  fact  that  the  Italian  Communist 
pointed an accusing finger to "prevailing  and  the parties were left with  no  other  Party was beginning to lose its grip on the 
parochial  interests."  The  battle against  option but to  call for  new  elections.  On  Italian electorate. For a moment, in June 
such interests, however, is fought on po- March  2,  Bettina  Craxi  resigned  and  1984,  it  seemed  as  though  the  PCI  had 
~  litical grounds where conflicting forces do  Amintore Fanfani,  the last of the Chris- managed to halt this reversal. The death 
1;  not  give  up  their  turf  and  particularly  tian  Democrat  "thoroughbreds,"  took  of its Party Secretary, the suave but cun-
52"il:  their  areas  of  influence,  patronage  and  over the responsibility of his  sixth Gov- ning Enrico Berlinguer, brought not only 
privileges.  ernment. On June 14 and 15, the Italians  bouquets of flowers for the fallen leader, 
i  The increasing tug-of-war between the  voted and confounded the pollsters.  but  basketfuls  of  votes  to  the  party  as 
~  two senior partners of the governmental  An amazing 88.7 percent of the regis- well. 
0  coalition-the Christian  Democrats  and  tered voters showed up, representing the  Mter the  mourning  period,  however,  § the Socialists-reached such  a point  in  highest percentage of any country in the  the decline of the PCI resumed. The local 
8  1987 that it was impossible for Socialist  European  Community.  The  Christian  elections of 1985 and the lost battle of the 
!i;  Prime Minister Bettina Craxi to continue  Democrats, who were widely rumored to  referendum  on  automatic  indexation  of 
~  governing.  The new  crisi came early in  be  on  a  slippery  slope,  received  34.3  wages gave  the PCI  another push  down-
~  the year, with bitter recriminations over  percentofthevote, upfrom32.9in 1983.  ward.  Finally,  in  June  1987,  the  PCI 
~  whether  or  not · the  two  parties  had  The Socialists did much better, rising to  reached 26.6 percent, with a total loss of 
t1i  reached a firm agreement on a change at  14.3  from  11.4  percent  in  1983.  The  nine percentage points in 10 years. Thus, 
s  the top. The leader of the Christian Dem- Italian Communist Party turned out to be  1987 is the year when the long march of  e: 
o  ocrats,  Ciriaco  De  Mita,  called  for  the  the real loser, plummeting from 29.9 per- the PCI bogged down in a way that opens 
~  Marino  de  Medici,  the  former  Washington  cor- cent in 1983 to 26.6 percent.  up the Italian political landscape to chal-
5'-J.~  respondent of Rome's n Tempo, is now a columnist  The  other  member  parties  of  the  lenging,  but  risky,  predictions.  The  de-
"'  for the financial daily n  Sole-24 Ore of Milan.  pentapartito also  lost  ground.  The Re- cline of the PCI would appear unstoppable, 
L---------~---------------L~~----------~----------L-------------~----~~~ 
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the Soviet and Chinese systems seemed 
to  show  that  only  change,  and  radical 
change at that, could reverse the pattern 
for the once trendy and Eurocommunist-
minded PCI. 
And yet, in spite of the skillful political 
maneuvering  of  the  Socialist  leader 
Bettino Craxi,  the Communists are still 
the dominating  force  in  the Italian left, 
and they will continue to play  that role 
until a solid majority emerges on the left 
side  of  the  Italian  parliamentary  spec-
trum. Only then would Italy be in a posi-
tion to test a governing alternative to the 
present  five-party  coalition-a formula 
that binds the parties, for lack of another 
choice, to the point that they appear to be 
"sentenced  to  stick  together." 
The June elections upheld  that 
sentence, a verdict that does not 
change  much,  but  can  be  con-
strued, in a positive vein, to be a 
sign of stability. 
The  outcome  of  the  June 
votes has set in  motion  a  new 
phase  in  the  confrontation  be-
tween Christian Democrats and 
Socialists,  as  well  as  a  painful 
reappraisal among all losers, and 
not only the Communists. Even 
the MSI,  the right-wing party of 
neo-Fascist origins, came out on 
the short end of the stick, at 5.9 
percent, down from 6.8 percent in 1983. 
As it tried to reach new voters by stress-
ing  programs contrary to its traditional 
role of protest on the ultra-conservative 
side of the political spectrum, it lost part 
of its appeal. 
Pondering the curious analogy of losses 
both on the left and the right, the Italian 
commentator Alberto Ronchey asked the 
question: "Is the PCI now on the decline, 
or just  growing  old  like  the MSI?"  Still 
others, like  lndro Montanelli,  mused on 
the fact that although everything possible 
was done to discredit the political formula 
of the pentapartito, the Italians gave it 
their stamp of approval.  One  might add 
that in their infinite wisdom, the Italians 
did  just  that,  and  that  their  vote  was 
indeed a ballot for stability. 
The troubling  thing  is  that the June 
elections have made it impossible for both 
the  Socialists  and  the Christian  Demo-
crats to  reach their original  goals.  The 
voting  round of  a series of referenda-
those  on  nuclear  energy  and  the  civil 
responsibility  of  judges  were  the  most 
divisive-that  had  been  postponed  be-
cause of the elections brought about new 
charges and  countercharges among  the 
main partners, and, curiously, a common 
threat of "political consequences." 
The strenuous negotiating toward the 
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formation of a new Government brought 
to  the  forefront  a  relatively  new  and 
certainly  young  face,  that  of  Giovanni 
Goria,  a  Piedmontese  Christian  Demo-
crat  who  had  run  the  Treasury in  the 
Craxi Government. The surprise choice 
of Goria by President Cossiga came about 
when  the two  archrivals,  Craxi  and  De 
Mita, eliminated each other. 
The new Prime Minister was immedi-
ately  confronted  with  tough  decisions 
that ranged from the finanza pubblica to 
Italy's role in the Persian Gulf.  The Ira-
nian  attack against  an  Italian  container 
ship finally forced the country to flex  its 
reluctant muscle and to send a naval task 
force to those troubled waters to protect 
The Duomo in Florence. 
Italian  merchant marines.  The  decision 
was a victory for the new Defense Minis-
ter, the Liberal Valerio Zanone, but fears 
and doubts,  not only on  the part of the 
Communists, but of some Christian Dem-
ocrats, accompanied  the Italian frigates 
and  minesweepers  to  the  Gulf.  Once 
again, the determining factor behind the 
decision to send the warships was Craxi' s 
support for  the operation. It was a ges-
ture of alignment with Western interests 
from a man who, as Prime Minister, had 
succeeded in establishing a good working 
relationship with the United States. 
The same Craxi who was able to hold 
together an effective and viable Govern-
ment with only 11 percent of the popular 
vote in the past three years was destined 
to become even more the man who holds 
the balance in the tenth legislature of the 
Italian Republic. If there was any doubt 
that  Craxi  was  the  real  winner  of  the 
electoral  test  in  June,  the  bandwagon 
effect in  his  favor  was  enough to dispel 
any doubt as to Craxi' s increased lever-
age  in  the  Italian  political  wrestling 
match. Allies and foes  must now reckon 
with a man whom the Republican Under-
secretary  for  Foreign  Affairs,  Susanna 
Agnelli, has described as "the leader of a 
great  reformist  left,"  in  the  mold  of 
French  President  Fran~ois Mitterrand, 
the leader who has cut the French Com-
munists down to size. 
As the "federating" force of the Italian 
Democratic left, Bettino Craxi has forced 
the Christian Democrats to think of that 
all-purpose  idea  of  alternativa  not  so 
much in terms of entente with the Com-
munists,  but rather of a meeting of the 
minds with that clever strategist of  the 
Socialist Party. In the political battlefield 
of  Italy,  tactics  and  strategy are  often 
mingled, but if  there is a strategy that the 
Socialists  now  follow,  and  the  Commu-
nists do not, it is to ride the mainstream 
of social transformations that are brought 
about not by the parties, but by the indi-
viduals.  Italians  are motivated by  a de-
gree of  freedom  and  well-being  that  a 
mere  generation  ago  was  un-
thinkable.  Mter embracing  the 
idea  of  the  E.C.  and  seeing  it 
thrive  against  great odds,  Ital-
ians consider themselves an in-
tegral part of the web of West-
em relationship.  Poll  after poll 
confirms  that the new  genera-
tion is internationalist and prag-
matic, and less and less mclined 
to be captive of party ideologies. 
The  other  side  of  the  coin, 
however, is that the larger free-
dom  of  groups,  besides that of 
individuals,  brings  about  disre-
gard  for  the  interests  of  the 
community  at large,  as  a  new wave  of 
strikes  in  the fall  amply  demonstrated. 
The root of the problem is easy to identify 
in  two  articles  of  the  Italian  Constitu-
tion-39 and 40-that pertain to unioniz-
ing  and  the right to strike. The debate 
centers on  the  need  to  "regulate" the 
right to strike, and especially the calling 
of strikes that are most damaging to the 
general interests of  the country.  In  the 
meantime,  Italians  and  foreign  visitors 
alike were greatly inconvenienced by the 
strikes of  an independent union  of train 
conductors and of a similar independent 
union of pilots and flight attendants. The 
reaction to the painful dislocation brought 
about by those strikes gave another push 
to a new discipline. 
In  November,  the five-party  coalition 
went through another of those gyrations 
designed to vent steam for reasons more 
related  to  politics  than  to  government 
policy.  The small  Liberal Party brought 
about the collapse of Goria's first Govern-
ment on a dispute concerning the budget. 
The  Liberals  charged  that  the  budget 
proposal failed to cut spending and reduce 
taxes.  Mter a round  of  perfunctory re-
criminations and hasty consultations, the 
five  parties  closed  ranks,  proving  once 
again that they are "sentenced to govern 
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FIAT LAUNCHES 
CULTURAL INITIATIVE 
AUTO COMPANY SPONSORS 
EVERYTHING  FROM 
RESTORATIONS TO 
EXHIBITIONS. 
THOMAS ASCOT 
F
iat  is  a  successful  car  company 
once again, and it is celebrating its 
return to health by investing in  a 
singular form  of sponsorship.  The com-
pany, Italy's largest private concern, and, 
according  to  Business  Week,  the  fifth 
most  profitable  non-U.S.  firm  in  the 
world, has initiated a number of projects 
to renew the historic fabric of the cities of 
northern, central and southern Italy. Ven-
ice,  Florence,  Naples  and  Turin,  where 
Fiat was founded in 1899, are sites for an 
initiative that has spread to Paris, Madrid 
and next year, London. 
Since  the  1920s, Fiat has  developed 
links  with  universities  and  polytechnic 
Thomas Ascot is a freelance writer based in New 
York. 
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The Novoli 
project in 
Florence. institutions,  especially  those  located  in 
Turin, but, in 1984, it turned its attention 
to architecture, urban planning and fine 
arts. In 1984, Fiat developed its cultural 
policy with the Lingotto factory in Turin, 
a landmark in 20th-century industrial ar-
chitecture.  Next,  it moved  to Florence 
and Tuscany, where, in 1985, eight exhi-
bitions devoted to Etruscan art took place 
in  different  towns.  The following  year, 
Fiat  acquired  one  of  the  most  famous 
palaces on the Grand Canal in Venice, the 
Palazzo  Grassi,  and,  in  Turin,  Fiat  re-
stored a wing of the Royal Palace. 
This year has brought new initiatives. 
The royal hunting .lodge of Stupinigi, six 
miles  southeast of  the  city  of  Turin  is 
being  restored.  In  Paris,  Fiat set up  a 
foundation  with the Institute of France, 
which comprises the five  French acade-
mies. In Madrid, the Museum of Modem 
Art is  hosting an exhibition on "the de-
signs of an industry.'' The exhibition will 
travel to London, to the Science Museum, 
in  the spring of 1988. Fiat and mM are 
implementing  a  plan  to  catalogue  in-
formation on the environmental, artistic 
and archaeological resources in  the Na-
pies area. 
Perhaps Fiat's most ambitious cultural 
undertaking  to  date is  aimed  at trans-
forming  the  dreary  Novoli  area  in  the 
northeast of Florence-where Fiat owns 
CASTING 
A 
BUSINESS 
EYE 
ON 
ITALY? 
BETTER 
SEE US 
FIRST! 
an  automotive  components  factory  em- nents. It is half a kilometer long and five 
ploying 1,000 people-into a vibrant sat- stories high, with a test track on the roof 
ellite town.  Though the plan would cost  where a memorable scene from the film 
the company $450 million, it should even- "The  Italian  Job"  featuring  Michael 
tually  make  money.  Lawrence  Halprin,  Caine  was  shot  a  few  years  back.  Le 
the American architect renowned for his  Corbusier,  the  master  architect,  once 
environmental  projects,  has  been  com- commented on the building, designed in 
missioned to produce framework designs  1914-16  by  Giacomo  Matte-Trucco: 
for the area. Halprin's concept envisions  ''The cornice is like a tightly curved bat-
half  of  the  available  area  of  320,000  tleship, raised at both ends with bridges, 
square meters-being landscaped, with a  smokestacks,  yards  and  gang  ways. 
lake  as  centerpiece.  Parking and  other  ...  Certainly one of industry's most ex-
facilities  would  be  underground.  Law  citing spectacles.'' 
courts and other administrative offices, at  Twenty architects and town planners 
present located in  Florence's congested  were invited by  Fiat to devise  uses for 
center, would be built on the site, none  Lingotto'  s  1. 7  million  cubic  meters  of 
more than 100 feet high.  space. Their projects, unveiled in  1984, 
The N  ovoli project follows  a major in- attracted over 150,900 visitors.  It was 
vestment in  1985,  when  Fiat  restored  not  a  competition,  but an  international 
seven museums in Tuscany that eventu- consultation. Some architects thought the 
ally hosted a number of shows devoted to  factory should be converted into residen-
Etruscan art. Once more a lasting invest- tial  accommodation;  others  suggested 
ment, since most of the museums prior to  that it be  used  for  museum  and  study 
Fiat's intervention were either closed to  facilities.  The  plan  eventually  adopted 
the public, or only partially operational.  was put forward by the Genoese architect 
Fiat's cultural policy embraces a pecu- Renzo  Piano.  It  is  a  flexible  concept, 
liar  and  perhaps  unique  leit  motif-to  envisaging apartments on  the top floor; 
restore  and  to  maintain  buildings  and  the inner courtyards would become gar-
historical works  of  art; in  other words,  dens  enclosed  by  glass  canopies.  Two 
durable investments designed to last. In  areas of the building are already in use: 
1982, Turin's Lingotto plant closed after  The former  press shop  is  now  Turin's 
60 years of producing cars, commercial  foremost exhibition center, and a portion 
vehicles,  airplane  engines  and  compo- Continued on page 45. 
The Italian Industries Association and Tiber-Poto- , 
mac, Inc. have joined forces to provide in-depth 
services to American companies who need help in 
doing business in Italy. Whether you need assis-
tance in securing Italian Government approval for 
your project, a marketing survey, or just the right 
promotional effort for your product, we will get the 
job done . . . thoroughly, creatively and effectively. 
That's because we lknow Italy like no one else, 
while also fully understanding the needs of Ameri-
can business. You'll find us in Washington, D.C., 
but through our associates in Rome, Milan, Turin 
and Genoa, we get the job done for you anywhere 
in Italy. 
ITALIAN INDUSTRIES ASSOCIATION/TIBER-POTOMAC, INC. 
4626 Wisconsin Avenue, N.W.,  Washin~~ton, D.C. 20016 
202/363-4464 FAX 202/363-4449 TELEX 440420 GAIL 
DECEMBER  1987  37 tempt  to  atone  for  the  cool  reception  The "Companion"  mor with fleshy  colors  and  baroque pa-
accorded to Kokoschka during World War  The doll became Kokoschka's companion  nache. From this period comes the por-
II, when he stayed in Britain as a refugee.  and  a model  for  innumerable  paintings.  trait of Ivan Maysky, the Soviet Ambassa-
Kokoschka's art grew on  the rich soil  The cult of mannequin has been for some  dor to London, now in the Tate collection, 
and ferment of the disintegrating Austro- time  part of  the Romantic  tradition;  in  which contains a subtle warning against 
Hungarian  Empire  and  its  capital,  the  Kokoschka' s painting it acquires a bitter  Soviet imperialism. 
almost  legendary  Vienna  of  hereditary  and angry expression.  Unfortunately,  Kokoschka's  art found 
nobility,  impoverished  intelligentsia,  op- The postwar years brought Kokoschka  little response in Britain. It was at war, 
eretta and cheap wine. It was during this  to Dresden where he taught at the Art  and Kokoschka was after all born in Aus-
century that the young  painter and  de- School  and  met  contemporary  German  tria  and  came  automatically  under  the 
signer  (he  was  born  a  century  ago,  in  painters  and  writers.  He  exhibited  and  category  of  an  alien.  But  perhaps  the 
1886) came  into  prominence  as  an  ex- traveled a good deal, and the paintings of  most important cause of the cool  recep-
pressive  draughtsman,  a  sardonic  ob- that period abandon the descriptive and  tion accorded to Kokoschka was his ex-
server and  a  painter  of  swift  line  and  narrative  themes  and  move  into  the  pressive style-and expression has been 
rough brush strokes.  realm of poetic moods,  imprecise space  anathema in Britain. It was criticized for 
and brilliant, sometimes brutal color. But  its self-indulgence and lack of  restraint; 
Idiosyncratic Vision  however dreamlike and remote his work,  and, although Expressionism has been an 
An Austrian of Czech origin, Kokoschka  he never abandoned  representation and  international  movement  embracing  art 
was  a European when  Europe was  still  resisted any temptation to be drawn into  from  all  European  countries,  including 
tom into shreds by  conflicting forces of  non-figurative style.  Spain,  Norway,  Sweden and  Russia,  the 
nationalism.  He  was  never  attached  to  His stay in Berlin and renewed travels  British  critics  at the  time  erroneously 
one place for long and traversed the Con- through  Europe  during  the  1930s  re- identified  Expressionism with  Germanic 
tinent  many  times,  depicting  vistas  of  suited in a series of townscapes of Euro- art and found it at variance with middle-
Vienna,  Dresden,  Prague  and  London  pean capitals, all windswept and airy; also  class aesthetics of detachment. 
with  a  painterly  curiosity.  At  the same  in  portraits of cardinals,  writers, actors  He did not stay in Britain after the war 
time he kept his own idiosyncratic vision.  and well-known figures of European no- and  moved  to  Austria  and  Switzerland. 
From  the  Vienna  decorative  linear  bility,  to  whom  Kokoschka  had  always  For a while, he ran a school that he called 
style of Gustav Klimt, Kokoschka passed  been strongly attracted and with whom  the "School of Seeing," emphasizing the 
into  the  Workshop  of  Adolf  Loos,  the  he got on remarkably well.  process of perception as the most impor-
architect  who  became  his  patron  and  The paintings of that period are ahnost  tant source of inspiration.  His  paintings 
friend.  It was the dawn  of the New Art  traditional in thematic preference and in  entered the last phase of robust baroque. 
and Design of this century and it was a 
paradox of  history that it shone  on  the  Kokoschka was a European when Europe was 
moribund empire. The air of decline and 
fall  can be  seen in  the portraits of stiff,  still torn apart by nationalism. 
monocled  noblemen  with  pale  sleepless 
faces,  actresses with  gaslit,  diaphanous  compositional schemata and it is  with a  He painted landscapes, portraits and oc-
skin  and  feverish  eyes.  Contemporary  great deal of surprise that he lean1ed of  casionally group compositions on  a per-
photographs of sitters betray the robust  his work being included in the 193'7  Mu- sonal  theme,  such  as,  for  example, 
and sprightly physiques of officers while  nich  Exhibition  of  Degenerate  Art,  "Time, Gentlemen, please" -an  obvious 
the women are plump and well-nourished.  launched  by  Adolf  Hitler  and  Joseph  allusion to the pub-closing time, the pre-
We  must attribute the difference to the  Goebbels  as  part  of  the  Nazi  cultural  sentiment of the near end of his long life. 
convention  of  the  time,  which  saw  in  policy. It  confirmed Kokoschka in his life- Kokoschka wrote extensively-poems, 
illness signs of noble refinement and spiri- long detestation of all forms of despotism:  plays and critical articles-but his great-
tual birth. There are drawings and por- He moved to Prague in 1934 and became  ness lies  in  his  paintings.  One  hundred 
traits of pubescent girls who seem to be  a Czech citizen. He painted there an alle- years since  his  birth and  four  after his 
worried by  bad dreams.  Kokoschka  un- gorical  portrait  of  Thomas  Masaryk  death he stands out as a painter, a survi-
derstood and admired the beauty of chil- standing  against  the bust  of  Comenius,  vor of great winds that swept through art 
dren  and  his  drawings  suggest  chaste  both men well  known  for  their staunch  and  politics.  His  work  has  become  a 
eroticism and fascination with the unripe,  support of freedom and tolerance.  source of inspiration for young artists. 
slim human form.  But his importance lies also in the fact 
He  met  at  that  time  Alma  Mahler,  New Mood  that  his  work  defied  successfully  the 
widow  of  the composer Gustav  Mahler,  When  Czechoslovakia  was  occupied  by  boundaries of national prejudices and cui-
who introduced him to modem music and  the Germans, Kokoschka,  with his  wife,  tural parochialism and has been an instru-
symbolist art. The romance lasted a few  Olda, moved to England and stayed there  ment of  cultural  integration of  Europe. 
years. Alma Mahler appears in drawings  throughout the duration of World War II.  Like  Chagall,  Kandinsky  and  Ernst, the 
and  in  allegorical  compositions  in  high  His mood changed: He painted lyrical and  other great wanderers,  Kokoschka  and 
color with undulating linear patterns.  melancholy views of Cornwall, the rocky  his  art  helped  to  forge  links  between 
She persuaded the artist to volunteer  pastures  with  stray  sheep  against  the  disparate  traditions  by  pointing  to  the 
into the Austrian cavalry after the out- grey  horizon,  portraits  of  friends  and,  common  denominator  of  European  art 
break of World War I. Seriously wounded  unexpectedly,  a  number  of  "political"  and culture. E 
at the Russian front, Kokoschka stayed in  paintings, visual metaphors and allegories  Stanislaw Frenkiel is  a painter, writer and broad-
hospital and was released from the army.  ranging from  the duplicity  of  the Vichy  caster. He teaches at the University of London. 
The  breach  with  Alma  Mahler  was  a  regime to the enslavement of Europe by  This article was reprinted with permission from the 
serious blow and he reacted by ordering a  Benito  Mussolini  and  Hitler.  They  are  journal  The  European, Vol.  1,  No.  1,  1987, pub-
life-size doll to be made in her likeness.  painted with a deliberately pedestrian hu- lished by Pergamon Press. 
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HIGH·SPEED 
TRAIN STUDY 
TOBE 
LAUNCHED 
European  transport  ministers 
gave new impetus to plans for 
an  international  high-speed 
train network in late October by 
ordering their rail companies to 
undertake  detailed  studies  of 
how  the project  could  be  car-
ried  out.  The  proposed  net-
work, enabling average journey 
speeds of around 125 miles per 
hour, would link Paris, Brussels, 
Cologne,  Amsterdam  and, 
through the proposed Channel 
Tunnel,  London.  It could  also 
provide  a  major  boost  to  the 
railways  in  their  struggle 
against road and airline compe-
tition. 
Belgian  Transport  Minister 
Herman  de  Croo  told  a  news 
conference that an expert study 
had shown that track work and 
the purchase of new trains for 
the project would cost 4.43 bil-
lion  European  Currency Units 
[ECU] (about $5 billion) at 1984 
prices. He said 110,000 passen-
gers a day would  use the new 
system  which  would,  for  in-
stance, cut the journey time be-
tween  Cologne  and  Paris  to 
three hours from five. 
De  Croo  said  the  railway 
companies  would  be  asked  to 
examine the problems of laying 
new  track,  improving  existing 
lines,  building  new  trains,  and 
raising  up  to  5  billion  ECU  in 
outside  financing.  They would 
40  EUROPE 
Studies are now underway toward developing a Europe-wide network of high-speed trains. Above: 
France's Train a  Grande Vltesse. 
be  asked  to  report early next 
year,  and  the Ministers would 
hold  a further meeting on  the 
project  before  the  end  of 
March. 
Senior officials attending the 
meeting said the Ministers' de-
cision did not necessarily mean 
the  project  would  go  ahead. 
One  British official  said,  "This 
is not the big breakthrough, but 
it  keeps  the  momentwn  go-
ing-which  is  important  for 
projects such as this." 
The Ministers had originally 
hoped for detailed decisions on 
the  TGV  (Train  a Grande 
Vitesse,  or  high-speed  train) 
system, despite objections from 
environmentalists  who  fear  it 
could disfigure the countryside. 
But  the  fact  that Belgiwn-a 
country central to the scheme 
because of its geographical po-
sition-currently  has  a  care-
taker  government  ahead  of 
elections  expected  in  Decem-
ber,  it  may  be  impossible  to 
reach  such  decisions,  Belgian 
sources said. De Croo could not 
give  approval  to  undertakings 
which could  bind a future gov-
ernment in Brussels, especially 
as the exact route through Bel-
giwn is a source of political con-
troversy there. 
Stanley  Clinton  Davis,  the 
E.C.  Commissioner  for  trans-
port, welcomed the agreement, 
noting that the high-speed train 
"will make  an  important  con-
tribution to the economy of the 
regions, and improve their com-
munications  in  a  spectacular 
manner." -Reuters 
PRODUCTION 
UP  EXPORTS 
DO\YN IN FIRST 
HALF 
Industrial production in the Eu-
ropean Community rose by 1.2 
percent in the first half of 1987 
compared with the year before, 
Industrial production is up in the Community this year, although 
exports are declining and Europe is running a trade deficit. 
according  to  figures  recently 
released by Eurostat, the E.C. 
statistics  office.  European  ex-
ports,  however,  are  estimated 
to have been 2 percent lower in 
volwne  terms  and  3  percent 
lower in  value  terms than the 
first  half  of  1986.  Eurostat 
noted that the large changes in 
the  value  of  the yen  and  the 
dollar "seem at last to be hav-
ing  some  corrective  effect  on 
exports.'' Exports to the United 
States were down 8 percent (in 
European Currency Unit  [ECU] 
terms),  and  exports  to  Japan 
were down by about 9 percent. 
Imports from third countries 
rose 9 percent in volwne terms 
over  the  period,  but  dropped 
about 4 percent in value terms 
due  to  the  decline  in  import 
prices in 1986. Imports of man-
ufactures, which now constitute 
56 percent of the total, rose 8 
percent in  volwne  and  3  per-
cent in  value  terms. In  recent 
months,  imports  of  primary 
products have also been rising. 
Imports from the United States 
were 11  percent lower in  ECU 
terms in the first half, with im-
port  volwne  remaining  high. 
Japanese imports were 13 per-
cent lower. 
The  E.C.'s  trade  deficit, 
which  temporarily disappeared 
in the second half of 1986, re-
turned in the first half of 1987 
at  a  level  of  4.8  billion  ECU 
(about $5.2 billion).  The Com-
munity's cover ratio (exports as 
a  percentage  of  imports)  was 
97  percent.  The  American 
cover  ratio,  by  contrast,  re-
mains at 59 percent, while Ja-
------~--------------------~ pan's was 159 percent. 
The  Community's  current 
account  balance  for  1986 
showed a marked improvement 
over 1985, rising from  23  bil-
lion  ECU  to  50  billion  ECU, 
chiefly due to a substantial im-
provement in the trade balance 
surplus. There has been an im-
provement in  1987 due to the 
strong  performance  of  Ger-
many, whose current account is 
increasingly in  surplus,  and  to 
the improvement in Italy's cur-
rent account  balance.  France, 
however,  suffered  a  setback, 
with a considerable current ac-
count deficit of 1.5 billion ECU. 
E.C. TO PROBE 
RENAULT AID 
The E.C.  Commission  said  on 
November 3 that it had decided 
to  examine  French  Govern-
ment aid to the financially trou-
bled  car  firm  Renault  to  see 
whether  it  contravened  Com-
. munity competition rules. It will 
be looking into a plan by Paris 
to write off  $2.1  billion  of the 
company's  debts  as  part of  a 
process of transforming it into a 
normal  commercial  company. 
Renault  has previously ranked 
as a state agency. 
The Commission,  which has 
the power to order the repay-
ment of aid that breaches Com-
munity rules, said that it consid-
ered  that  the  write-off  gave 
Renault  an  unfair  advantage 
over other Community carmak-
ers, and  might  distort compe-
tition within  the group.  It has 
asked  France  to  submit  its 
views within a month. 
The French Government has 
said the write-off is  needed to 
reduce Renault's current debt 
to manageable proportions be-
fore  it loses the right to seek 
state support. The Commission 
is already examining a previous 
government injection of equity 
capital into Renault as well as a 
number of loans from the state 
innovation  and  modernization 
fund.  Community  sources said 
these investigations, which con-
cern a total of around $1.7 bil-
lion,  would  now  be  grouped 
with the one announced in No-
vember into a single inquiry.-
Reuters 
SCHOOL· LEA  VERS PUSH 
UNEMPLOYMENT UP 
Young  people  who  left  school 
without a job pushed the Euro-
pean Community's total unem-
ployed up to 15.9 million in Sep-
tember,  one  percent  higher 
than in August, according to the 
E.C. statistics office Eurostat. 
Eurostat  said  the  rise  was 
normal for this time of year, and 
reflected  the  flood  of  young 
people  onto the job  market in 
the  summer  months.  Unem-
ployment among  people under 
25  was  2. 7  percent higher  in 
September than August, mainly 
due  to  sharp  rises  in  France, 
Spain  and  Britain,  although 
youth  unemployment  was  five 
COMMISSION 
SEES LOANS 
LINKED TO 
TRAINING, JOB 
CREATION 
Loans amounting to 8.5 billion 
ECU (about $9.4 billion) in 1986 
should  lead  to the creation of 
roughly  60,000  jobs,  most  of 
which  will  be  concentrated  in 
the areas of  Europe  worst  -hit 
by  unemployment,  the  E.C. 
Commission estimated in a re-
cent  report on  the  Communi-
ty's borrowing and lending ac-
tivities. The sums lent last year 
by  the  European  Investment 
Bank,  the  Community's  bank 
percent lower than in Septem-
ber 1986. Total unemployment 
was  down  0.7  percent,  said 
Eurostat. 
September  unemployment 
rates were as follows: Belgium, 
12.5  percent;  Denmark,  7.0 
percent; Gennany, 7. 7 percent; 
France,  11.4 percent; Ireland, 
18.7  percent;  Italy,  14.3  per-
cent; Luxembourg, 1. 7 percent; 
Netherlands,  12.0  percent; 
Britain, 10.5 percent. Eurostat 
did not give figures for Greece, 
Spain and Portugal, which  cal-
culate unemployment rates on a 
different basis from other coun-
tries. -Reuters 
for· long-term  finance,  ac-
counted for  about one-third of 
the  total  investments,  and 
should  lead  to  the creation  of 
nearly 30,000 permanent jobs, 
including some 23,000 in indus-
try.  More  than  80 percent of 
these would be created by small 
and medium-si7£d firms. 
Other loans  granted by  the 
European Coal and Steel Com-
munity  should  lead  to  about 
31,000 more jobs, the Commis-
sion claims, through retraining 
programs for miners and steel-
workers who  have been made 
redundant. 
Community loans in 1986 for 
companies amounted to around 
one-third of the total, much of 
which  went  to  small  and  me-
dium-sized companies.  In  addi-
tion  to creating new activities 
and  allowing  existing firms  to 
expand, the Commission noted, 
this type of lending encourages 
the introduction of new technol-
ogies, energy savings and envi-
ronmental protection. 
The energy sector accounted 
for some 36 percent of the total 
loans, which helped finance the 
construction of nuclear, hydro-
electric,  geothermal  and  coal-
fired  power  stations  and  the 
exploitation  of  deposits  of  oil 
1 and natural gas. The loans also 
helped  set  up  plants  for  the 
treatment  and  storage  of  nu-
clear  fuels  as  well  as  energy 
transportation and distribution. 
just over 30 percent of Com-
munity loans went to infrastruc-
ture  development,  with  more 
than 2.6 billion European Cur-
rency Units  [ECU]  (about  $2.9 
billion)  shared  out  between 
transport,  water  treatment 
plants,  telecommunications 
equipment  and  low-cost  hous-
ing  for  coal  miners and  steel-
workers. 
PLANS LAID FOR 
CAPITAL 
LIBERALIZA· 
TION 
The  E.C.  Commission  took  a 
key step toward creating a "Eu-
ropean financial area'' on Octo-
ber 28, when it adopted propos-
DECEMBER  1987  41 als for the final stage of a plan to 
liberalize  capital  movements 
within the Community. As it ar-
gued when first presenting the 
plan in  May 1986, this kind of 
liberalization  is  a  precondition 
for  the creation of a European 
integrated financial  market -a 
key  part of  the completion  of 
the internal market in Europe, 
scheduled for 1992. 
The Commission's proposals 
consist  of  three  legal  texts 
aimed at establishing the princi-
ple  that  capital  movements 
within  the Community  are to-
tally  free.  The .proposals  con-
tain,  however,  safeguard 
clauses  designed  to  deal  with 
serious  short-term  distur-
bances that may occur, and al-
low  for  transition  periods  for 
the application of the new law 
to certain member states. 
The first text is a directive to 
extend liberalization to all capi-
tal  movements.  Given  the 
present  Community  liberaliza-
tion obligations in this area, the 
proposed  extension  will  cover 
mainly  investments  in  short-
term securities, current and de-
posit  account  operations,  and 
financial  loans  and  credits.  As 
the directive will also stipulate 
that transfers made for the pur-
poses  of  capital  movements 
must be  affected  on  the same 
exchange  rate  conditions  as 
those for  current payments,  a 
dual exchange market could not 
be maintained or introduced ex-
cept under a safeguard clause. 
The new  directive  will  also 
contain  a  safeguard  clause 
which would permit the reintro-
duction  of  controls  on  short-
term capital movements if they 
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were  seriously  endangering  a 
member  state's  monetary  or 
exchange rate policy.  Exercise 
of the safeguard  clause  would 
be subject to Community proce-
dures. 
Four member states-Spain, 
Portugal, Greece and Ireland-
are not in a position to proceed 
to the final stage of the liberal-
ization of capital movements at 
the same pace as the rest of the 
Community  due  to  precarious 
balance of payments positions, 
high external indebtedness, less 
developed  domestic  financial 
systems  and  other  problems. 
The new directive will provide 
for  a  longer  timetable  over 
which these countries would re-
move  controls  on  the transac-
tions  covered. \This  would  not 
affect  the  special  provisions 
which  already  apply  in  these 
countries on other transactions 
covered by previous legislation. 
For Spain and Ireland, it is pro-
posed that the transitional pe-
riod  would  run through  1990, 
and  for  Portugal  and  Greece 
through 1992. 
The second legal  text is  an 
amendment of the 1972 direc-
tive on regulating international 
capital flows, to make sure that 
member  states  have  at  their 
disposal the instruments neces-
sary to the possible implemen-
tation  of  the safeguard  clause 
contained in the new liberaliza-
tion directive. 
The third text, which  takes 
the form of a regulation, is de-
signed to establish a single  in-
strument  to  provide  medium-
term  financial  assistance 
mechanisms, and make the con-
ditions under which such assis-
tance can be granted to cover 
needs  associated  with  the  lib-
eralization  of  capital  move-
ments as  well  as  general  bal-
ance of payments difficulties. 
EXTERNAL 
TRADE 
E.C_, AUSTRIA 
EY1: CLOSER 
RELATIONS 
Austria's  Foreign  Minister 
Alois Mock met in mid-October 
with Willy DeClercq, the E.C.'s 
Commissioner in charge of for-
eign  policy,  for  talks  on  the 
state of Austrian-E. C. relations. 
Austria-like some of its fellow 
members of the European Free 
Trade Association (EFTA)-has 
been voicing increasing interest 
in closer ties with the Commu-
nity as E. C. internal trade barri-
ers are dismantled.  The Com-
munity  is  aiming  at  a 
completely free internal market 
by  1992, a move  which  is  ex-
pected to give a broad boost to 
the European economy. 
The meeting, which was the 
first in a projected annual series 
of high-level talks, began with a 
tour d'horizon of Community-
Austrian relations before exam-
ining  more  specifically  the  is-
sues  of  cross-border  traffic, 
relations  with  Eastern  Euro-
pean  countries  and  the estab-
lishment of a Community dele-
gation in Austria. 
Relations  between the  E.C. 
and Austria are generally con-
sidered to be excellent.  Trade 
between the two amounted to 
over $35 billion in  1986. Aus-
tria  took  5.6  percent  of  the 
Community's exports last year, 
and provided 4.2 percent of the 
E.C.'s  imports.  Since  1983, 
·  trade  in  industrial  goods  has 
been relatively free of tariff du-
ties  and  quantitative  restric-
tions, and moves to free up ag-
ricultural  trade  have  begun. 
Austria  and  the  Community 
also  cooperate  bilaterally  in 
transport, steelmaking, science 
and  technology,  environment 
and other areas. 
CYPRUS 
COMMUNITY 
SIGN CUSTOMS 
ACCORD 
Cyprus and the European Com-
munity signed on October 19 a 
customs  union  agreement  to 
abolish  all  trade  obstacles  be-
tween them. Cyprus is already 
linked  to  the E.C.  by  a  1973 
cooperation  agreement  which 
gave  the  island  preferential 
trade  terms.  Under  the  new 
accord, the two sides would dis-
mantle  all  trade· barriers over 
the next 15 years and Cyprus 
would  apply  Community  cus-
toms  tariffs  to  non-E.C.  im-
ports, E.C. officials said. 
The E.C. is the island's main 
trading partner, accounting for 
54 percent of its imports and 28 
percent of its exports, with the 
balance largely in the Commu-
nity's  favor.  Danish  Foreign 
Minister Uffe  Ellemann-jensen 
told reporters after signing the 
accord  that  the  union  would 
benefit all the inhabitants of the 
island. 
Germany,  Britain  and  the 
Netherlands had asked for this 
to be  stressed out of  concern 
that the division  of  the  island 
would affect the customs union, 
according  to  diplomats.  The 
breakaway  Turkish  state  in 
Northern Cyprus has been con-
demned by the Community and 
is  recognized  only  by  Turkey. 
Ellemann-Jensen  reaffirmed 
that the only  government  the 
E.C.  recognized  on  the  island 
was the Greek Cypriot adminis-
tration. Political sources in Cy-
prus  have  said  that  Turkish 
Cypriot  leader  Rauf  Dentash 
has made it clear that he will be 
watching  developments  to en-
sure that the Turkish side will 
benefit under the union. -Reu-
ters SOCIAL ISSUES 
·EUROPEANS 
LACK CANCER 
INF~1_SURVEY 
SH- OwS 
Cancer can be avoided in about 
a third of all cases, research has 
shown. But six out of ten Euro-
peans are unaware of this, and 
fear and ignorance about cancer 
are causing the number of cases 
to  rise-and  the  number  of 
cures to drop. 
This was one of the findings 
of  a  study  carried  out  earlier 
this  year in  the framework  of 
the  Community's  "Europe 
Against Cancer" program. The 
aim was to find out how aware 
Europeans were of cancer risks 
and  prevention,  and  whether 
they  were  taking  appropriate 
measures-like quitting smok-
ing. Nearly three out of four of 
those polled  rightly pointed to 
tobacco  as  the  most  frequent 
cause of cancer; more than haH, 
however,  thought  radioactivity 
was the second most frequent 
cause,  despite  the fact  that it 
accounts for only a tiny propor-
tion  of  all  cases.  Exaggerated 
importance  was  also  given  to 
pollution,  stress,  certain occu-
pations and excessive exposure 
to the sun.  Nutritional factors, 
which  are  responsible  for  the 
largest number of cancers after 
tobacco, were virtually ignored. 
Errors in  estimation can oc-
casionally be put down to vague 
information, but the awareness 
of  the  dangers  which  tobacco 
represents is a testimony to the 
effectiveness  of  national  and 
Community  campaigns.  The 
survey also indicated that Euro-
peans  are  very  interested  in 
health issues:  eight out of ten 
said  they  were  "often"  or 
"sometimes"  interested in  in-
formation on health. 
.  FOREIGN 
AFFAIRS 
E.C. CALLS FOR 
DEMOCRACY IN 
CHILE 
The  European  Community 
called  in  early  October  for  a 
return to  democracy in  Chile, 
saying the move was essential if 
peace and human rights were to 
be restored in that country. In a 
joint statement, the E.C.  Gov-
ernments said:  "The 12 coun-
tries of the European Commu-
nity firmly believe it is essential 
for Chile to return to truly dem-
ocratic government if  peace and 
respect for human rights are to 
be restored there. 
''Accordingly,  they  consider 
that the Chilean people should 
have  complete  freedom  of  in-
formation  and  opinion,  and 
ENERGY 
RENEWAB. LE 
ENERGY 
SOURCES 
WAITING TO BE 
EXPLOITED 
By  the end of  the century re-
newable energy sources such as 
wind,  sun,  water  and  waste 
could  meet  between  5  and  6 
percent of the European Com-
munity's  total energy require-
ments.  But  this  is  unlikely  to 
happen, the European Commis-
sion  said  recently,  if the Gov-
ernments of the 12 E.C. mem-
ber states do not lend a helping 
hand-which is why it recently 
indicated to them some of the 
measures  which  need  to  be 
taken. 
Renewable  energy  sources 
have a twofold advantage: they 
are  inexhaustible  (unlike  coal, 
oil  and  natural  gas),  and  they 
are  readily  available  in  the 
Community.  Exploiting  these 
new sources, however, requires 
expensive  research  and  mas-
sive investments from the start. 
According  to  the  Commis-
sion, biomass and waste are the 
most promising sources of  re-
newable  energy.  The Commu-
nity could one day meet over 8 
should  be  able  to  elect  their 
President and members of their 
Parliament in  a ballot  gu~an­
teeing  the  free  expression  of 
their will.  n 
Two  days  prior to the E.C. 
statement,  at  two-year-old  boy 
was shot dead, 11 people were 
injured  in  shootin_g  incidents 
and some 500 detained around 
Chile in protests against its mili-
tary government. Under Chile's 
Constitution, the armed forces 
will nominate one candidate as 
President  for  the  next  eight 
years, who  must be confirmed 
or rejected  ·n  a  plebiscite  ex-
pected  next  year  or  early  in 
1989. 
President Augusto Pinochet, 
who  overthrew  the  elected 
Marxist  government  of  Salva-
dor Allende : in  1973, is widely 
believed  to  be  preparing  to 
stand as  the sole candidate.-
Reuters 
percent  of  its  requirements 
from  vegetation  and  forest 
waste,  the  wood-based  indus-
tries,  agriculture and  the food 
industry,  as  well  as  household 
waste.  As  from  now,  biomass 
and waste could profitably meet 
about 3 percent of the Commu-
nity's needs. 
Power  from  the  sun  could 
meet up to 1 percent of Euro-
pean energy needs by the turn 
of  the century,  and  is  already 
producing hot water for domes-
tic  use  economically  in  the 
Community's southern regions. 
But architects, government de-
partments  and  banks  are  not 
yet well-infonned enough about 
the possibilities of solar energy, 
the Commission believes. Geo-
thennal  energy,  which  makes 
use of underground heat, could 
.supply  0.4 percent of E.C.  en-
ergy,  and about 40 exploitable 
sites have  been located within 
the Community. Another 1 per-
cent of the Community's needs 
could  be  met by  windmills  by 
the end of the century  . 
The E.C. Commission is ask-
ing  the  Governments  of  the 
member  states  to  modify  na-
tional  regulations  which  ham-
per the development of renew-
able forms  of energy,  to draw 
up a complete inventory of ex-
isting resources and to support 
research in this sector. Accord-
ing to the Commission, the na-
tional  authorities  should  also 
avoid  setting  standards  which 
are  incompatible  with  each 
other. 
ENVIRONMENT 
- ENVIRONMENT 
CONFERENCE 
AGREES ON 
CLOSER 
COOPERATION 
European  Environment  Minis-
ters agreed at a conference in 
late October to cooperate more 
closely on reducing air, soil and 
water  pollution.  The  confer-
ence  brought  together  Minis-
ters from  the  12 countries  in 
the European  Community  and 
six in the European Free Trade 
Area. 
Dutch Environmental Minis-. 
ter  Ed  Nijpels  .said  Ministers 
had  agreed  on  the  pressing 
need for  joint  research  to  re-
duce  damage  to  the  earth's 
ozone  layer.  Swedish  Environ-
ment  Minister  Birgitta  Dahl 
noted  that  new  research 
showed  that  damage  to  the 
ozone  layer  was  much  worse 
than  previously  thought  and 
needed  urgent  consideration. 
"We  are  in  an  extraordinary 
situation,  needing  extraordi-
nary measures," she said. 
Nijpels  said  the  conference 
also  agreed  to  encourage  the 
wider use of lead-free gasoline 
in Europe, and to curb exhaust 
fumes from heavy trucks. The 
·Ministers recognized the need 
for international agreements on 
limiting  sulphur  dioxide  emis-
sion  levels  and  decided  to re-
search the possibility of creat-
ing  an  alann  system  to  give 
advance  warning · of  environ-
mental  accidents.  Dahl  said 
Sweden  was  very  anxious  to 
see an  end to the dumping  of 
waste in the North Sea by the 
end of 1989.-Reuters f 
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Europe periodically lists books  dealing  with  Community and Atlantic topics. 
Prices are also given when known. This presentation does not indicate approval or 
recommendations of these publications,  which can be purchased or ordered from 
most booksellers. 
Czechoslovakia:  Charter  77's  De-
cades of Dissent. By Janusz Bugajski. 
Praeger  Publishers,  New  York,  1987. 
118 pp. $29.95 (hard) and $9.95 (soft). 
This text discusses the human rights 
movement, Charter 77's, which emerged 
following  the  "Prague Spring"  of  1968 
which  was  a  period  of  liberalization  in 
Czechoslovakia and was forcibly quashed 
by  Soviet  and  other  Soviet-backed  re-
gimes. Human rights issues, abuses and 
general opposition  in  communist  states 
are is discussed. 
Myths and Reality of External Con-
straints on Development. By  James 
Riedel.  Gower  Publishing,  Hampshire, 
U.K., 1987. 111 pp. $8.95. 
Professor  Riedel  examines  what  he 
believes to be the reasons for why many 
· developing  countries have  tried to free 
themselves from  "external constraints" 
imposed by developed countries who are 
said to be able to determine the growth 
and  availability  of capital to  the lesser-
developed  states. The author examines 
whether past theories are still relevant, 
and ways in which developing countries 
can  displace  production  in  developed 
countries as well  as securing access to 
capital  markets.  Professor  Riedel  be-
lieves  that  the  developing  countries, 
through  domestic  policies,  can  tip  the 
scale  in  their  favor  in  promoting  eco-
nomic development. 
Intellectual  Property  Rights  and 
U.S.  Competitiveness in Trade.  By 
Helena Stalson. National Planning Asso-
ciation, Washington, D.C., 1987. 106 pp. 
$15.00. 
The author discusses in detail what has 
been done  to protect intellectual  prop-
erty rights, which includes such protec-
tive  measures as  copyrights and  trade-
marks.  Ms.  Stalson  looks  at  U.S. 
legislation,  international  agreements as 
well as the GATT approach to the problem 
of the illegal uses of protected intellec-
tual property. 
Clothing-Industry Adjustment  in 
Developed Countries. By  Jose  de  la 
Torre. Macmillan Press, London,  1986. 
259 pp.  • 
The author assesses the validity of the 
belief that the clothing industries of the 
developed  countries  would  disappear 
without protection against textile export-
ers of  developing  nations.  Included  are 
private  and  public  responses  to  the 
changes in the clothing industries of the 
U.S.,  E.C.  and Japan where it has been 
determined that successful companies in 
developed countries have demonstrated 
a route to survival by serving an increas-
ingly fashion-oriented  international seg-
ment of the market. 
Centres & Bureaus: A Directory of 
Concentrations of Effort, Informa-
tion and Expertise. Edited by Lindsay 
Sellar. CBD Research Publications, Kent, 
U.K., 1987. 214 pp. $110.00. 
This directory is  a  reference  source 
concerning centers and  bureaus in  any 
particular area of  interest, from  law  to 
accounting, for the United Kingdom. 
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Doing Business in Belgium: A Prac-
tical Information Guide for the For-
eign Businessman. By  the American 
Chamber of Commerce in Belgium. Brus-
sels, 1987. 96 pp. BF 570-BF 1050. 
Resource  guide  for  foreign  business-
men, including addresses and other perti-
nent information. 
Yearbook of the European Commu-
nities and of Other European Orga-
nizations.  Edited  by  George!r-Francis 
Seingry. Editions Delta, Brussels, 1987. 
"444 pp. BF 2,160. 
A trilingual (English, French, German) 
resource  guide  to  European  Organiza-
tions. 
Information Technology Atlas - Eu-
rope. Edited by International Organiza-
tions  Services.  Elsevier  Science  Pub-
lisher,  New  York,  1987.  470 pp.  DFL 
140. 
This  text  is  a  handbook  for  further 
development of Information Technology 
partnerships across the European Com-
munity. Included is an introduction to the 
Eurbpean  Scene,  research  policies  and 
programs,  research  institutes,  trade 
associations,  information  technology 
companies,  standards  bodies,  telecom-
munications,  professional  organizations 
and sources. 
SuperpoWers  Competition and Secu-
rity in the Third World.  Edited 'by 
Robert S. Litwak and Samuel F. Wells, Jr.  · 
Ballinger  Publishing,  Cambridge,  MA, 
1987. 320 pp.  $29.95. 
Prospective policies and regional case 
studies are discussed  in  the context of 
the  Superpower  conflict  vis-a-vis  the 
Third World. 
External Debt, Savings, and Growth 
in Latin America. Edited by Ana Maris 
Martirena-Mantel.  International  Mone-
tary Fund. Washington, D.C., 1987. 207 
pp.  $12.00. 
Papers presented at a seminar spon-
sored  by  the  International  Monetary 
Fund and the Instituto Torcuato di Tella, 
held in Buenos Aires on October 13-16, 
1986  are  reprinted  along  with  com-
mentaries on each. 
The  New  Expatriates:  Managing 
Human Rights Abroad. By Rosalie L. 
Tung.  Ballinger  Publishers,  Cambridge, 
MA,  1988. 200 pp. 
This book compares the selection and 
training procedures of expatriate assign-
ments using a sample of U.S., European 
and Japanese multinationals. Tung offers 
empirical data and case studies to demon-
strate the need for immediate changes in 
the structure of U.S. multinationals. 
The  Role  of  Industrial  Policy  in 
Western  Europe:  A  Trade  Union 
Perspective.  European  Trade  Union, 
Brussels, 1987. 114 pp. 
Part one contains a background report 
on the subject of industrial and structural 
policy in  Europe. The second part con-
tains  important  discussions  by  trade 
unionists  on  government  represen-
tatives, politicians, industrialists and rep-
resentatives  of  the  European  Commu-
nity. 
PUBLISHED 
FOR THE 
COMMISSION 
Reliability Data Bases.  Eur 11155. 
Edited by Aniello Amendola and Z. Keller. 
Kluwer  Academic  Publishers,  Boston, 
1987. 398 pp. $74.00. 
Proceedings of the ISPRA course held at 
the Joint Research Center, Ispra, Italy, 21-
25 October, 1985 in collaboration with Eu 
Re Dat A. Definitions, statistics, collection 
procedures,  data  base  organization  and 
examples are used. 
Fusion Technology 1986. Vols. 1 & 2. 
EUR 10936. By the Association Euratom/ 
CEA-CEN.  Pergamon Press, New  York, 
1986. 1,895 pp. $350.00. 
Proceedings of the Fourteenth Sympo-
sium Congress Center of the Palais  des 
Papes in  AVignon,  France, 8-12 Septem-
ber, 1986. 
Regional and Long-range Transport 
of Air Pollution. EUR 10832. Edited by 
S.  Sandroni, Elsevier Science Publishers, 
New York,  1987. $170.75. 
Lectures of a course held at the Joint 
Research Center, lspra, Italy, 15-19 Sep-
tember, 1986. 
Clinical Efficacy of Positron Emis-
sion Technology.  EUR 10972.  Edited 
by  W.D.  Heiss,  et al.  Kluwer  Academic 
Publishers,  Boston,  1987.  421  pp. 
$118.50. 
Proceedings of a workshop held in Co-
logne,  FRG,  sponsored  by  the Commis-
sion of the European Communities as ad-
vised  by  the Committee on  Medical and 
Public Health Research. Included are dis-
cussions  by  various  experts on  cerebral 
vascular disease,  brain movement disor-
ders, brain dementias, schizophrenia, an-
gina pectoris, heart infarction, lungs, soft 
tissue tumors and brain tumors. 
Electronic  Publishing:  The  New 
Way to  Communicate.  EUR  10978. 
Edited by Franco Mastroddi. Kogan Page 
Publi~hing, London.  1987. "343 pp. 
Proceedings of the symposium held in 
Luxembourg 5-7  November, 1986. Vari-
ous authors describe the process of elec-
tronic publishing and what impact it will 
have in the future. 
Age-Related  Factors  in  Radionu-
clide  Metabolism  and  Dosimetry. 
EUR 10556. By G.B. ,Gerber, et al., eds. 
Martinus  Nijhoff  Publishers,  Boston, 
1987. 416 pp. $90.00. 
Proceedings of a workshop held in An-
gers,  France,  26-28  November,  1986. 
Written in the aftermath of Chernobyl to 
answer  some  pertinent questions  about 
radiation risks and protection of the gen-
eral public. 
Scientific Basis for Soil Protection 
in the European Community.  EUR 
10870.  Edited  by  H.  Barth  and  P. 
L'Hermite.  Elsevier  Science  Publishers, 
New York, 1987. 630 pp. $126.00. 
Written by  a number of experts, this 
text discusses the potential of European 
soil as well as its ruin. A plan for recovery, 
protection and strategies for prevention is 
also discussed. 
Reliability  Modelling and Applica-
tions. EUR 11156.  Edited by  A.G.  Co-
lombo and A.Z.  Keller. Kluwer Academic 
Publishers, Boston, 1987.391 pp. $72.00. 
Proceedings of the ISPRA course held at 
the Joint  Research  Center,  lspra,  Italy, 
November 25-29, 1985. Topics discussed 
included  systems  reliability,  availability 
and maintainability of systems, structural 
reliability, reliability of computing systems 
as well as human reliability. 
Monitoring  of Gaseous  Pollutants 
by  Tunable  Diode  Lasers.  EUR 
11060.  Edited by  R.  Grisar, et al.  Reidel 
Publishing, Boston, 1987. 175 pp. $47.00. 
Proceedings of the International Sym-
posium held in Freiburg, FRG, 13-14 No-
vember, 1986, under the auspices of the 
Bundesministerium  fiir  Forschung  und 
Technologies and the Commission of the 
European  Communities.  Discussed  are: 
atmospheric trace gas detection, exhaust 
gas monitoring, as well as special applica-
tions. 
Integrated  Pest  Control  in  Olive 
Groves.  EUR  9387.  Edited  by  R. 
Cavalloro, A.A. Balkema Publishers; Bos-
ton, 1985. 512 pp. $34.00. 
Proceedings of the CEC, FAO, IOBC Inter-
national Joint meeting in Pisa, Italy, on 3-6 
April, 1984 are presented. Various pests 
and pest management are discussed. 
Soil Compaction and Regeneration. 
EUR  1039.  Edited  by  G.  Monnier  and 
MJ. Goss. A.A. Balkema Publishers, Bos-
ton, 1987. 167 pp. $33.50. 
Proceedings  of  the  workshop  on  soil 
compaction: consequences and structural 
regeneration processes, Avignon, France, 
17-18 September, 1985. 
Integrated  Tse-Tse  Fly  Control: 
Methods and Strategies. EUR 10530. 
Edited  by  R.  Cavolloro.  A.A.  Balkema 
Publishers, Brookfield, VT, 1987. 203 pp. 
$35.00. 
Proceedings  of  the  CEC  International 
Symposium.  Topics  discussed  are  the 
safety  and  efficacy 
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ITALY  completed in 1986, although work is still  Franco-Egyptian Archaeologial Center of 
Continued from page 37.  being done on the small adjacent theater.  Karnak. Xenakis' center received recog-
Costs  have  totalled  about  $12  million.  nition for the so-called "U  pic," an elec-
of the second floor  houses the National  Since the opening, there have been three  tronic design table connected to a com-
Museum of Italian Radio and Television.  exhibitions  in  this  palazzo  restored  by  puter which,  assigning  a  pitch value  to 
It has been estimated that the Lingotto  architect  Gae  Aulenti:  one  devoted  to  each line, transforms drawing into sounds 
project has cost over $2.5 million so far, a  futurism attracted 350,000 visitors. Pon- and  consequently  music.  The  Karnak 
figure  which  might  eventually  run  to  tus Hulten, who used to run the 'Pompi- Center has received an award for a com-
$250 million.  Local  authorities are now  dou  Center in  Paris  and  then the  Los  puterized  classification  system  that ex-
joining Fiat in forming a company aimed  Angeles Museum, is the artistic director  amines  and  chronologically  categorizes 
at handling part of this huge project.  of Palazzo Grassi, which next held a retro- Egyptian building block segments, shards 
Apart from Lingotto, Turin has bene- spective show of paintings by  Giuseppe  and  hieroglyphic  ins~riptions from  vari-
fited from two further projects: restora- Arcimboldo,  a  fascinating  and  bizarre  ous  Egyptian  dynasties.  Next year,  the 
tion of the former palace of the House of  painter of the 16th century, and a surreal- foundation's  activity  will  fall  under  the 
Savoy and of the royal hunting lodge at  ist before his  time.  Swiss sculptor jean  guidance of the Academie FranceJise, old-
Stupinigi. Architects Roberto Gabetti and  Tinguely  saw  his  works  displayed  this  est of the five  academies comprising the 
Almaro Isola directed work at the palace,  year.  In  March of 1988, Palazzo  Grassi  Institute of France. The awards will  be 
a masterpiece of  17th-century architec- will hold an exhibition on the Phoenician  given for Latin scholarship. 
ture.  In  1986,  the refurbished  building  civilization, the first major show devoted  In  the meantime,  at the Museum  of 
hosted an exhibition of silver and porce- to this people.  Modern Art in Madrid and next spring at 
lain that belonged to the dukes of Savoy  Even abroad Fiat is playing its part in  London's  Science  Museum,  products, 
and  kings  of  Sardinia.  The  silver  and  responding to an increasing need for cui- ideas  and  salient  material  of  nearly  a 
china objects were restored thanks to a  tural involvement.  Early this year,  Fiat  century of Fiat's history are on display at 
grant from Fiat. The show attracted over  set up  a  foundation  in  France witlh  the  an exhibition which underscores the link 
200,000 visitors.  Institute of France aimed at "the applica- between the industrial world and its need 
Looking beyond Turin, in the spring of  tion of wide ranging disciplines to indus- to communicate with its customers. The 
1984  the  company  bought  the  Palazzo  try and  the opening  of  industry to cui- exhibition,  "Designs  of  an  Industry," 
Grassi, a dilapidated neoclassical building  ture". In October, the "Patron's Globes"  highlights the ways in which industry can 
by  the  Grand  Canal  in  Venice  for  $6  were presented to two French organiza- express important aesthetic and cultural 
million.  The renovation,  in  which  elec- tions: the Center for the Study of Math- values.  It  is  a  further  example  of  the 
tronics  and  engineering  subsidiaries  of  ematics  and  Music  Automation,  brain- approach adopted by Fiat in  sponsoring 
the Fiat Group participated, was largely  child of composer Iannis Xenakis, and the  the arts and culture.  E 
DECEMBER  1987  45 DEFENSE  an agreement, matched by Gorbachev's  Secretary of State  George  Shultz  told 
Continued from page  19.  readiness to accommodate him, leave Eu- reporters  that  Rogers'  concerns  were 
ropeans little  room to act.  They know  "ridiculous"  and  simply  "wrorrg,"  and 
can troops from Europe for decades, but  they  would  not  prevail  over  the  joint  then added uncharacteristically, "And he 
his theory was that Europe would never  wishes of the two superpowers.  can put that in his pipe and smoke it!" 
look to its own defense until compelled to  It  is well understood in Europe that the  H there is to be an agreement, as it 
do so. In  1984, Sen. Sam Nunn (D-GA)  tracks toward an agreement have been  appears there will  be,  how will  Europe 
backed  a  bill  to  bring  90,000  troops  greased  by  both  powers.  Gorbachev  respond?  Some  leaders,  particularly  in 
home, and it failed to pass the Senate by  needs an arms-control agreement to buoy  Britain, will want to compensate for the 
only a few votes. This time the argument  him up over opposition to glasnost; Rea- removal of one aspect of the American 
that attracted most of those votes was  gan needs one to lift his Presidency out of  military  presence  by  deepening  other 
simpler: America could not afford to bear  the Iran-Contra debacle and to finish his  forms  of  cooperation.  Cooperation  is 
that burden.  term on a strong note. Thus Europe feels  made  difficult,  however,  by  differences 
Most recently and most forcefully, Eu- brought along in a headlong rush toward a  over a U.S. trade bill, American demands 
ropeans have been shocked by the rapidly  December  summit,  for  an  agreement  for more burden-sharing in  the Persian 
decided  proposals  of the United  States  must be signed as soon as possible if the  Gulf  and  European  discontent  with  a 
and the Soviet Union aimed at removing  Reagan Administration is to have time to  poorly financed deficit and a weak dollar. 
intermediate-range  nuclear forces  from  secure Senate approval before its term  The European tendency lately has been 
THE NORTH ATLANTI·C TREATY 
toward going it alone, as it has, for exam-
ple,  with its "Eureka" program, an an-
ORGANIZATION MAY BE TRANSFORMING  swer to the American SDI research drive, 
ITSELF BACK INTO THE ORIGINALLY 
which amounts currently to more than 70 
pan-European  industrial  research  and 
INTENDED ALLIANCE OF EQUAL  development projects. 
PARTNERS. 
The  ultimate  go-it-alone  program 
would be to try to revive the old Western 
Europe. Last October in Reykjavik, Gen- ends.  European Union (WEU),  this time equip-
eral Secretary Mikhail  Gorbachev unex- Europeans are not alone in hesitating.  ping it with its own independent nuclear 
pectedly took up President Ronald Rea- The outgoing NATO  commander, General  deterrent. This would be a true and total 
gan'  s zero-zero option on missiles of the  Bernard Rogers, called a farewell news  return to the original  intentions of the 
1,000- to 5,600-kilometer range. Reagan  conference to protest: "Somebody ought  alliance, but the difficulties may be insu-
embraced the deal, then presented it to  to stand up  out there and say to NATO,  perable. Europeans show no readiness to 
his European allies essentially as a fait  'Time out, damn it!' We have moved too  spend on  such a  scale;  indeed,  there is 
accompli.  When  complaints  arose  that  quickly and it is time for us to sit back and  opposition to any significant increase at 
this left the Soviets with  superiority in  think and reorganize ourselves ...  When  all  in  defense spending. Nor have Euro-
shorter-range missiles (1,000 kilometers  the future of Western Europe is at stake,  pean  Governments  and  defense  indus-
to 2,000 kilometers), Gorbachev quickly  I don't know why it is so necessary ...  to  tries demonstrated a capacity to coordi-
offered  to  zer9  those  out,  too.  These  rush into  this,  other than the fact that  nate even to the extent of producing a 
proposals, which would radically restruc- certain Administrations are going out of  common  warplane,  much  less  an  inte-
ture the defenses Europeans rely on but  existence ...  "  If any  doubts  remained  grated  and  efficient  military  establish-
were made largely over their heads, are  that securing  an  agreement was  indis- ment. 
the direct cause of this year's NATO trem- pensable to the Reagan Administration,  Moreover, would Britain and, particu-
ors. Yet  Reagan's determined pursuit of  they were-dispelled two days later when  larly, would France be willing to compro-
SPACE  Sanger, in which a _small reusable space- AIR SERVICEs· 
Continued from page 27.  craft would be launched from the back of  Continued from page 21. 
a much large aircraft, reaching orbit un-
lie  of Germany have already been work- der its own  power and  subsequently- gime based on the highest common de-
ing  on  their  own  projects  for  reusable  like Hermes-gliding back to earth.  nominator.  To  obtain  the  benefits  of 
launch vehicles, which could make Her- Both countries acknowledge that Her- expanded access to the internal and inter-
mes obsolete  soon  after  it  comes  into  mes could be a  useful  "stepping stone"  national markets of the initial signatories, 
operation.  Engineers  at  British  Aero- toward  their  own,  more  ambitious,  subsequent signatories would  be forced 
space have designed an upgraded version  projects, providing detailed information,  to accept the same requirements agreed 
of the Concorde. This would  be able to  for  example,  about  the performance  of  among the original signatories. Such an 
take off in a horizontal position, and then  composite materials under re-entry con- agreement would  strengthen the  pres-
use the power provided  by  unique  air- With several thorny issues still to be  sures for liberalization by setting a high 
breathing engines (whose design is  still  resolved,  the future  shape  of  Europe's  standard for the broader services negoti-
being kept secret) to boost itself into a  activity in space is unlikely to be resolved  ations and by reducing the ability of pro-
near-vertical trajectory.  Mter placing  a  for  several  months  to  come.  The  last  tectionist governments to dilute liberaliz-
satellite  in  orbit  or carrying  out  other  decade  has  demonstrated  that  Europe  ing  measures  to  the  lowest  common 
tasks, it would return to earth in a hori- has developed the technical ability to con- denominator. 
zontal position  (hence the name HOTOL,  sider itself a major space power; the next  The  point  is  not  that  negotiations 
standing for "horizontal take-off and land- few years will  reveal whether it has the  among  a  smaller group of liberal  coun-
ing").  political  maturity-and  the  political  tries would be easy, only that such negoti-
German aerospace engineers have de- will-to put this ability to the most cost- ations would be simpler than those among 
veloped  an  alternative  concept  called  effective use. E  a larger, more diverse group of nations. 
46  EUROPE mise  sovereignty  over  their  nuclear 
forces? Would  Germany be willing  to go 
nuclear,  and  would  other  powers  want 
this? The obstacles that blocked the Euro-
pean Defense Community in 1954 for the 
most part are still there and in  addition 
there are formidable new ones. But there 
is  also  present today an  unprecedented 
spur of necessity that may render attrac-
tive  measures  that were  quickly  aban-
doned before. 
If European  integration  appears  too 
difficult  and  costly,  would  separate  na-
tions then each look to its own defense? 
Most particularly, would Germany be in-
clined to provide for itself? Andreas von 
Billow,  the West  German Social  Demo-
cratic defense  expert,  proposes for  the 
Federal Republic a militia-style "defense 
in  depth." This would  concede a Soviet 
invasion, but would aim at absorbing, dif-
fusing and blunting the attack in numer-
ous, localized encounters. He envisions a 
destructive urban guerilla war, but holds 
that a rapid overrun and collapse could be 
ruled out, and that this would be a deter-
rent  to  the  Soviets.  More  importantly 
perhaps, the current, self-deterring pros-
pect  of  tank battles  leading  to  nuclear 
exchanges in  a country where,  as  Ger-
mans say, towns are about a kiloton apart, 
could be replaced by the expectation of a 
struggle  in  which  the  people's  will  to 
resist could  play  a  part in  deciding  the 
outcome. 
The French, naturally, would not wel-
come this course. Germany is their buffer 
zone-if need be,  their battlefield-and 
conversion to militia defense would strike 
the French as a step  tow~rd neutraliza-
tion.  Nor  would  the British,  with  their 
traditionally  close  ties  to  the  United 
States, be pleased to see Germany move 
Even among relatively like-minded coun-
tries,  governments  will  be  required  to 
make  difficult,  sometimes  wrenching, 
changes in longstanding policies. Govern-
ments will find it necessary to reduce or 
eliminate government subsidization (and 
possibly  ownership)  of  airlines,  to  give 
foreigners broad access to domestic and 
inter-regional  markets,  and  to  permit 
both  the  acquisition  of  existing  airlines 
and  the  establishment  of  new  ones  to 
compete in their markets. They will also 
have to accept the inevitability of acqui-
sitions, mergers, and the multinationali-
zation of airlines formerly viewed as na-
tional flag carriers and, in some cases, as 
extensions of the state. 
The  negotiating  trades  will  also  be 
complicated by the need to take account 
of the accession of the new signatories. 
The United  States, for  example,  is  un-
likely to accord British carriers full access 
toward extricating itself from the flexible 
response  strategy.  The Germans,  how-
ever, may grow more intrigued with von 
Billow's ideas. They feel uniquely on the 
spot  as  the  front-line  state,  and  their 
exposed status would be brought home to 
them if all  500-kilometer to 5,600-kilo-
meter range missiles are withdrawn.  At 
that point, their homeland would  be the 
sole target of all the nuclear weapons left 
on European soil, and that would include 
the French land-based Pluton missiles. 
Europeans who are not unilateralists or 
pacifists wonder what any current steps 
toward  the  denuclearization  of  Europe 
may portend, particularly given the am-
bivalence  and  impatience  of  Americans 
toward  costly  commitments  overseas. 
that while negotiations may move quickly 
from  time to time, realignments of alli-
ances  occur  more  slowly  and  haltingly. 
German Chancellor  Helmut Kohl  and 
French  President  Fran~ois  Mitterrand 
have both endorsed the idea of a French-
German brigade, a largely symbolic unit 
of troops under joint command. This pilot 
group  is  supposed to explore  the prob-
lems of cooperative command and to feel 
the way toward broader cooperation. In 
fact,  its purpose is  as much  political  as 
military: To  express a readiness to con-
sider greater integration of forces, even if 
that integration is  years away.  Conflicts 
have  already  arisen,  and  predictably 
enough they are centered on Germany's 
integration into the NATO command struc-
IT  IS  CLEAR THAT THE CURRENT TREND 
OF  EVENTS POINTS TO PLACING A 
HEAVIER BURDEN ON EUROPE  FOR ITS 
0\tv'N DEFENSE . . 
Would  the removal  of  nuclear  weapons 
break the bridge of Atlantic partnership? 
Or would it at last make the partnership 
an arch crowning two equal pillars, one in 
Europe  and  one  in  America?  Would  it 
vitiate or vitalize NATO? 
To pose an even more critical question, 
would a denuclearized Europe simply be a 
Europe made safe again for conventional 
war?  Or ·would  the  denuclearization  of. 
Europe, should it actually occur, cause its 
member states to coalesce in  providing 
themselves with an  integrated and  sub-
stantial  conventional  deterrent  that 
would keep the peace without the threat 
of nuclear annihilation? 
At this point it is clear that the trend of 
events is  to  place  a  greater burden on 
Europe for its own defense. It is also clear 
to  the domestic  U.S.  market until  it is 
assured that American carriers will have 
access in Europe via Britain comparable 
to that enjoyed by British carriers. Since 
Britain alone cannot ensure such access 
(the consent of other European states is 
also required), British rights in an initial 
agreement would presumably reflect the 
limited  rights  assured  to  the  United 
States (e.g., rights between Britain,  the 
Netherlands and Scandinavia). However, 
the  prospect  of  additional  signatories 
such  as  Germany,  Belgium  and  Italy 
would  require  some  mechanism  for in-
creasing the rights of signatories to re-
flect the increased value of the expanded 
agreement to the United States. 
The  economic  pressures  that  now 
make  air services ripe  for  liberalization 
will  not await the outcome of marathon 
negotiations. If governments cannot  act 
quickly  enough  to  change  the  existing 
ture and France's self-imposed exclusion 
from  it.  This difficulty  has  been tempo-
rarily  finessed  by  making  the  German 
contribution  from  state  militia  groups 
rather than from  the national army, but 
the  essential  conflict  remains 
unaddressed. 
Europeans will  have  to muster more 
forces than a French-German brigade to 
meet the challenges they face.  The re-
moval of intermediate nuclear forces will 
require a response, and increasing Amer-
ican reluctance to bear burdens should be 
ap.ticipated. In short, Europeans will have 
to look more to their own defense. They 
will have to learn to behave, as German 
military  specialist  Christophe  Bertram 
has said, "as though it depended on us."E 
regnne, these forces  will  find  the "fault 
lines" in the existing regime and force a 
restructuring of the world airline industry 
along the path of least resistance; such a 
restructuring is  likely  to  be  neither as 
efficient nor as liberal as a regime negoti-
ated  among  a  group  of  liberal  trading 
partners. 
Thus, the key to building a more liberal 
regime for air services is to capitalize on 
the  pressures  created  by  deregulation 
and  to press ahead quickly  for  the cre-
ation  of  a  market  -based  regime  in  air 
services. The United States is the logical, 
if not the only,  candidate for the leading. 
role in that effort. It remains to be seen 
whether the United States is prepared to 
respond to the casting call. E 
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